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A Semimonthly News Report Published by the AICPA
AICPA Members 
“Vote for 
Excellence”
In mail balloting that ended on January 12, the AICPA membership overwhelmingly 
approved the six proposals set forth in the Plan to Restructure Professional 
Standards. A two-thirds vote of those members voting was required for approval. 
Ballots from 183,483 members were received and counted by the deadline. The 
percentage of members voting (approximately 70%) was substantially higher than 
balloting on other issues in recent history.
The following is the percentage vote on each proposal:
Proposal No. 1—To update the existing rules of conduct with a Code of Professional 
Ethics consisting of principles and rules; 92% for and 8% against.
Proposal No. 2—To adopt as a membership requirement a practice-monitoring 
program for members in public practice; 76% for and 24% against.
Proposal No. 3—To restructure the Joint Trial Board to promote uniformity of 
findings and reduce duplication of enforcement procedures; 94% for and 6% 
against.
Proposal No. 4—To adopt as a membership requirement continuing professional 
education for members in public practice; 90% for and 10% against.
Proposal No. 5—To adopt as a membership requirement continuing professional 
education for members not in public practice; 74% for and 26% against.
Proposal No. 6—To adopt as an admission requirement that, after the year 2000, 
applicants for AICPA membership must have at least 150 collegiate-level semester 
hours including a bachelor’s degree or its equivalent; 82% for and 18% against.
The approved Proposals are effective with their adoption, although implementation 
procedures must be developed in certain cases.
To All AICPA Members
We are gratified that you have resoundingly voted for excellence in the second century of certified 
public accountants in the United States. This vote is testimony to the desire of AICPA members to 
render superior service to their clients, employers and all who benefit from their services.
We want to thank you—the membership—for your vote of confidence and the leaders of state and 
territorial CPA organizations for their support.
A. Marvin Strait  Philip B. Chenok
Chairman of the Board President
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FASB Issues 
Statements on 
Accounting for 
Income Taxes; 
Insurance 
Enterprises
Accounting for Income Taxes (Statement no. 96) has been issued by the Financial 
Accounting Standards Board. Basically, it requires an asset and liability approach 
for financial accounting and reporting for income taxes. It supersedes APB Opinion 
no. 11, Accounting for Income Taxes, and amends other accounting pronouncements.
The new statement requires companies to recognize a current or deferred tax 
liability for the tax consequences of all events recognized in the financial 
statements. (Tax consequences of future events are not taken into account for 
purposes of applying this statement.)
According to FASB Project Manager E. Raymond Simpson, “the statement 
represents a significant change in accounting for the effects of deferred taxes.
Under the new statement, deferred taxes are based on the difference between the 
tax bases of assets and liabilities and their amounts for financial reporting 
purposes. Companies are required to recompute their tax liabilities if the tax rates 
change and to recognize the effect in net income.”
Statement no. 96 is effective for financial statements issued for years beginning 
after December 15, 1988.
In Statement no. 97, Accounting and Reporting by Insurance Enterprises for 
Certain Long-duration Contracts and for Realized Gains and Losses from the Sale 
of Investments, the FASB sets standards for certain long-duration contracts 
(universal life-type contracts) not addressed in FASB Statement no. 60, Accounting 
and Reporting by Insurance Enterprises.
The new statement requires that
□  The “retrospective deposit method” be used to account for universal life-type 
contracts. (This method requires companies to record a liability for policyholder 
benefits equal to an amount determined by the account or contract balance that 
accrues to the benefit of the policyholder. Premiums would not be accounted for 
as revenue.);
□  The capitalized acquisition costs associated with universal life-type contracts be 
amortized based on a constant percentage of the present value of estimated gross 
profit amounts from the operation of a “book” of those contracts;
□  Long-duration contracts issued by insurance enterprises that do not subject the 
enterprise to risks arising from policyholder illness or death, making them 
investment contracts, be accounted for in a manner consistent with the 
accounting for interest-bearing or other financial instruments;
□  Revenue and income from limited-payment contracts be recognized over the 
period that benefits are provided, rather than on the collection of premiums.
SEC Release on The SEC has published a release describing the views of its staff regarding the 
Financial Planners applicability of the Investment Advisers Act of 1940, as amended, to financial 
planners and other persons who provide investment advice as a component of 
other services. This new release, Investment Advisers Act Release no. 1092, reflects 
no new staff interpretations as to the applicability of the Advisers Act to financial 
planners or as to the availability of the accountant’s exemption. Release no. 1092 is 
available by writing the SEC, Public Reference Branch, Washington, D.C. 20549.
For further information on this topic, refer to the AICPA Personal Financial 
Planning Practice Aid 1, Issues Involving Registration Under the Investment 
Advisers Act of 1940. While this practice aid was written prior to IA-1092, the 
major issues remain unchanged. It is priced at $12 to members from the order 
department; the product number is 014906.
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office: 1211 Avenue of the Americas, New York, N.Y 10036—8775. Second-class postage paid at New York, N.Y and at additional mailing 
offices. Copyright © 1988 American Institute of Certified Public Accountants, Inc. Postmaster: Send address changes to Circulation Depart­
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William J. Corbett Roderic A. Parnell 
Vice-President—Communications Executive Editor
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SEC Urged 
to Continue 
FASB Support
FASB Issues Two 
Technical Bulletins 
and an Abstract
CPE Course on 
Revenue Act of 1987
In a letter to Chairman David S. Ruder of the SEC, the AICPA board of directors 
reiterated its support for the setting of financial accounting standards in the private 
sector by the FASB and urged the SEC to continue its support of the FASB, free 
from external pressures.
The letter, signed by Chairman Strait and President Chenok stated: “We have 
become aware that certain organizations have petitioned members of Congress to 
intercede on their behalf with positions taken by the FASB in the proposed 
standard [since issued] on accounting for income taxes.. . .  The establishment of 
financial accounting standards in the private sector using agreed upon, due-process 
procedures had widespread support at the time the FASB was created and that 
support continues.”
In Technical Bulletin no. 87-2, Computation of a Loss on an Abandonment, the 
FASB staff responds to three questions related to FASB Statement no. 90, Regulated 
Enterprises: Accounting for Abandonments and Disallowances of Plant Costs, and 
related documents. It includes two examples which attempt to illustrate fully the 
computation of a loss on an abandonment under Statement no. 90.
Among its conclusions are
□  The example in Statement no. 90 (paragraphs 16-25) does not accurately reflect 
the intent of the statement and a new example is supplied. It addresses plant 
abandonments and disallowances of plant costs.
□  In response to a question as to how the amount of deferred taxes related to the 
remaining asset be determined when a loss on an abandonment is recognized, 
the bulletin states that the tax deduction used for the accounting loss in that 
calculation should be the total amount of the recognized pretax loss.
Also discussed is how a regulated enterprise that meets the conditions of 
Statement no. 71, Accounting for the Effects of Certain Types of Regulation, should 
compute a loss on an abandonment, accrue a return on investment, and amortize 
the recorded asset when the regulator allows recovery of cost without return on 
investment.
FASB Technical Bulletin no. 87-3 is concerned with Accounting for Mortgage 
Servicing Fees and Rights and responds to questions on the application of the 
definition of a normal servicing fee rate and on accounting for the capitalization 
cost of a purchased servicing right when mortgage loans are refinanced.
EITF Abstracts is a summary of proceedings of the FASB emerging issues task 
force. A separate abstract is presented for each issue considered by the task force 
since its inception in 1984. Copies and prices are available from the Order 
Department, FASB, High Ridge Park, P.O. Box 3821, Stamford, Connecticut 06905- 
0821. (Telephone 1-203/329-8401.)
A CPE self-study course, The Revenue Act of 1987, should be available by the end 
of this month. It analyzes the law’s most important provisions, including the 
election (that must be made by March 21) for existing partnerships, S corporations 
and personal service corporations to retain their fiscal years.
Written by Gregory B. McKeen, CPA, author of the AICPA’s The 1986 Tax 
Reform Act, the new course consists of an audio cassette, workbook and Prentice- 
Hall’s complete explanation of the 1987 act. Recommended CPE credit is 7 hours.
Cassette/workbook (product number 749403) is $94; additional workbooks 
(product number 749418) are $47 from the AICPA order department.
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Two AICPA Members 
Expelled; Another 
Suspended
Committee on AICPA 
Governance and 
Structure Appointed
Presentation of 
Savings Accounts 
by Credit Unions
Centennial Video 
Journal
Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing should there be filed with the secretary of the Institute a final judgment of 
conviction imposed upon any member for a crime punishable by imprisonment for 
more than one year.
□  On November 4 ,  1987, the membership of Yang Il Kim of Cambridge, 
Massachusetts, was terminated following his conviction in a U.S. district court 
on his plea of guilty to bribery of a public official.
□  On November 17, 1987, the membership of James O. Hayes II of Longview, Texas, 
was terminated following his conviction in a U.S. district court of conspiracy to 
defraud the United States and preparation of false income tax returns.
The bylaws also provide that membership in the Institute shall be suspended 
without a hearing should a member’s certificate as a certified public accountant be 
suspended as a disciplinary measure by any governmental agency.
□  The Institute has been notified that the CPA certificate of George D. Moore of 
Ankeny, Iowa, has been suspended as a disciplinary measure, by the Iowa 
Commission of Accountancy for one year from May 1 , 1987, to April 30 , 1988.
His AICPA membership was therefore suspended for the same period.
AICPA Board Chairman A. Marvin Strait has appointed a special committee on 
AICPA governance and structure. The committee is to recommend changes in the 
structure and governance of the AICPA and the profession and to respond to 
present and future needs of AICPA members and the public. Among other things, 
the committee is expected to consider these matters in relation to the organization 
of the governing Council and the Institute’s board of directors. Rholan Larson, a 
past chairman of the board, heads the nineteen-member group, which represents all 
segments of the profession. The committee’s final report is expected in 1990.
Responding to a letter from Roger Jepson, chairman of the National Credit Union 
Administration, AICPA Group Vice President—Professional, Thomas P. Kelley 
wrote: “The AICPA opposes any presentation that obscures the nature of savings 
accounts as liabilities. A caption such as ‘Liabilities, Shares and Equity’ would 
seem to obscure that fact as would presenting savings accounts between other 
liabilities and retained earnings. Financial statements that appear not to be 
consistent with the Audit and Accounting Guide for Credit Unions will be referred 
to the AICPA professional ethics division.”
Mr. Jepson had written “asking the AICPA’s forbearance on the issue of a 
qualified opinion based solely on the equity/liability issues” related to the 
classification of savings accounts and asking for the AICPA’s views on the caption 
referred to above.
The provisions of the AICPA audit and accounting guide, Audits of Credit 
Unions, became effective for examinations of financial statements for years 
beginning after December 15, 1986. The requirement to classify savings accounts as 
liabilities was contested by the industry and led to an unsuccessful lawsuit against 
the AICPA.
AICPA Centennial Annual Meeting: A Special Report (program no. 51 in the CPA 
Video Journal series) covers the highlights of the September 1987 AICPA annual 
meeting and related events, including highlights of the Fall Council Meeting. The 
32-minute tape also contains Serving America: A Tradition of Excellence. This 
nine-minute segment provides a historical look at the importance of the CPA’s role 
in the development of the American economy.
The tape is available for $50 from the AICPA order department. Please specify 
format when ordering: 3/4-inch U-Matic (product no. 885699), 1/2-inch VHS 
(888697) or 1/2-inch Beta (886687). Telephone 1-212/575-6426.
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Members may now join the AICPA tax division for a half-year at $35 and receive a 
free set of updated tax checklists and practice aids (see December 29 Letter) and the 
other benefits of membership. Call the AICPA tax division at 202/737-6600 for a 
special application for membership. Copies of the checklists and practice aids have 
been sent to division members. Nonmembers may obtain copies by sending a check 
for $15 and a 9x12 self-addressed envelope to AICPA Checklists, P.O. Box 1012, New 
York, NY 10108-1033.
Also, as reported in the December 29 Letter, single copies of Fiscal Year-end 
Practice Aids (product no. G00495), containing sample worksheets for each affected 
entity, may be obtained free by sending a 9x12 self-addressed envelope to AICPA 
Fiscal Year Practice Aids, P.O. Box 10033, New York, New York 10108-1033.
The deadline for comments on the exposure draft of the proposed audit and 
accounting guide Audits of Government Contractors has been extended to April 2, 
from February 2, to allow a greater opportunity to consider its recommendations. 
Copies of this Proposal, which was issued November 2 , 1987, are available by 
writing to the AICPA order department (product number G00286).
NOTICE TO PRACTITIONERS
Effects of FASB’s Statement on Cash Flows on the Auditor’s Standard Report
This notice from the AICPA auditing standards division provides guidance on the independent 
auditor’s standard report in view of FASB Statement no. 95, Statement of Cash Flows. FASB Statement 
no. 95 supersedes APB Opinion no. 19, Reporting Changes in Financial Position. The guidance 
contained in this notice assists auditors for the period of transition from APB Opinion no. 19 to FASB 
Statement no. 95. However, it does not apply to changes in an entity’s cash equivalent policy in 
periods subsequent to the period that an entity adopts Statement no. 95. This notice also supersedes 
guidance published by the auditing standards board planning subcomittee in the November 16, 1987, 
CPA Letter.
FASB Statement no. 95 requires an entity to provide a statement of cash flows (to replace the 
statement of changes in financial position). Consequently, the scope paragraph of the auditor’s 
standard report should identify the statement of cash flows as one of the financial statements 
examined and the opinion paragraph should read as follows:
In our opinion, the financial statements referred to above present fairly the financial position of X 
Company as of [at] December 31, 19XX, and the results of its operations and its cash flows for the 
period then ended, in conformity with generally accepted accounting principles. . .  .
Restatement of comparative annual financial statements for earlier years is not required by FASB 
Statement no. 95. Thus, the auditor should consider SAS no. 1, AU section 420, “Consistency of 
Application of Generally Accepted Accounting Principles,” in these circumstances.
The staff of the ASD believes that the restatement of the comparative annual financial statements 
for the adoption of FASB Statement no. 95, when adequately disclosed in the financial statements, 
does not affect the auditor’s opinion regarding consistency and, as discussed in paragraph 15 of AU 
section 420, need not be referred to in the auditor’s report.
When the entity does not restate the comparative financial statements for the adoption of FASB 
Statement no. 95, the auditor’s report should recognize the lack of consistency as required by 
paragraph 15 of AU section 420. Additionally, the auditor’s report should (1) identify the statement of 
cash flows for the current period and the statement of changes in financial position for the earlier 
period in the scope paragraph and (2) refer to cash flows for the current period and changes in 
financial position for the earlier period in the opinion paragraph. For report language in this 
circumstance, the auditor should follow the guidance in paragraph 3 of SAS no. 1, AU section 546, 
“Reporting on Inconsistency.”
Free Tax Checklists 
to New 
Tax Division 
Members
Comment Period 
Extended on 
Government 
Contractors’ Guide
Washington Briefs Coulson Named SEC Chief Accountant—Edmund Coulson, who has been deputy 
chief accountant of the SEC for the past five years, has been appointed chief 
accountant by Chairman David S. Ruder. An AICPA member, Coulson has been on 
the SEC staff since 1975.
Free Tax Checklists Available to New Tax Division Members—Members may now 
join the AICPA tax division for a half-year at $35 and receive a free set of updated 
tax checklists and practice aids (see December 29 Letter). Call the AICPA tax 
division at 202/737-6600 for a special application for membership.
Personal Service Corporation Defined—Under temporary and proposed regulations 
by the IRS (December 23 issue of the Federal Register) a taxpayer is a personal 
service corporation for a taxable year if the following criteria are met: the taxpayer 
is a C corporation; the taxpayer’s principal activity during the testing period for the 
taxable year is the performance of personal services; the personal services are 
substantially performed by employee-owners; and employee-owners hold more 
than 10 percent of the fair market value of the outstanding stock in the taxpayer on 
the last day of the testing period. Comments are due by February 22. Write IRS, 
Office of Chief Counsel, attention CC: LR: T (LR-45-80) Washington, D.C. 20224.
Penalty on Underwithholding of Taxes on Wages Waived—The IRS will waive the 
estimated penalty for taxpayers who are underwithheld on income taxes for 1987 
wages (Information Release 87-180). The waiver applies only to income from wages.
Six CPAs on IRS Advisory Group—The original IRS release on appointees to the 
commissioner’s advisory group did not identify the sixth CPA member, as such. He 
is Daniel R. Kruger of New York City. 
Fiscal Year Deadline—Partnerships, S corporations and personal service 
corporations would have until June 3 0 , 1988, to file elections out of a tax law 
requirement that they use a calendar year. This date is set forth in an IRS draft form 
(Form 8716) which has been sent to OMB for review. The draft, however, has not 
been approved by top IRS officials and may be subject to change.
Although the 20-minute speech, Tax Reform and Your 1987 Tax Return, and the 
attached four-page Radio and TV Interview Guide featuring commonly asked 
questions and answers about filing 1987 tax returns were separately listed in the 
December 29 Letter, they are a package priced at $3 (prepaid) and the product 
number is 889280. Write AICPA, P.O. Box 1036, New York 10108-1036 to order.
The CPA Letter
American Institute of Certified Public Accountants, Inc. Second-class postage paid at New York, N.Y
1211 AVENUE OF THE AMERICAS, NEW YORK, N.Y 10036—8775 and at additional mailing offices.
Tax Season Materials 
Clarified
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FASB Considers 
Risks and 
Uncertainties, 
Impairment of 
Long-lived Assets, 
and Discounting
FASB Issues Special 
Report on Pensions
IRS Clarifies Fiscal 
Year Retention
Lucas Named FASB 
Research Director
At a recent meeting, the FASB considered the report of the AICPA task force on 
risks and uncertainties and the previously submitted AICPA issues papers on 
impairment and discounting.
The FASB recognized the interrelationships among those three projects and its 
current project on financial instruments. It instructed its staff to draft 
recommendations oh impairment and discounting.
The board also agreed that individual recommendations in the AICPA report on 
risks and uncertainties should be considered on their own merits and decided to 
analyze reactions to its exposure draft, Disclosures About Financial Instruments, 
before considering how individual recommended disclosures of risks and 
uncertainties should be handled.
In the meantime, the board suggested that the AICPA encourage companies to 
make disclosures of the kind recommended in the Institute report.
The Financial Accounting Standards Board has published a staff-prepared special 
report on how companies should apply FASB Statement no. 88, Employers’ 
Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and 
for Termination Benefits. Prepared in question and answer form, the report
□  Identifies circumstances in which settlements and curtailments occur or fail to 
occur;
□  Discusses related recognition and measurement issues, such as the use of 
participating annuity contracts and when to recognize events occurring between 
a plan’s measurement date and the employer’s financial reporting date;
□  Illustrates Statement no. 88 requirements.
The special report is a companion volume to a special report issued in 1986 on 
implementing FASB Statement no. 87, Employers’ Accounting for Pensions.
IRS Notice 88-10, which was published in the February 1 issue of the Internal 
Revenue Bulletin, clarifies election procedures, required payments, definitions, 
details on allowable year-ends and other information relating to fiscal year 
retention.
The election date has been delayed until the later of April 3 0 ,  1988, or 60 days 
after the publication of temporary regulations. Also, C corporations, which 
switched to S corporation status effective in 1987, may elect to retain the C 
corporation fiscal year.
Copies of this notice have been sent to AICPA tax division members. Others 
may receive a copy by sending a self-addressed envelope to Tax Notice, AICPA Tax 
Division, 1455 Pennsylvania Avenue, NW, Washington, D.C. 20004-1007.
Timothy S. Lucas has been appointed director of research and technical activities of 
the Financial Accounting Standards Board, succeeding James R. Leisenring who 
was appointed to the board last fall.
Lucas was a project manager for the FASB in 1979-85. Most recently, he was a 
partner of Gordon Capital, an investment banking firm headquartered in Toronto. 
Also, Leisenring became vice chairman of the FASB on January 1.
February 8 ,  1988 
Vol. 68 No. 2
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The Federal Home Loan Bank Board has adopted new regulations regarding thrift 
accounting, troubled debt restructuring, asset classification, and appraisal policies 
and practices for federally insured thrift institutions and service corporations.
The basic purpose of the regulations is to require thrifts to use generally 
accepted accounting principles in their financial statements, effective January 1, 
1989. This rule is similar to one issued in May 1987, which was to take effect this 
month.
Thrift institutions have three options under the new rules:
□  They may use generally accepted accounting principles instead of regulatory 
accounting principles immediately;
□  They may use the “grandfathered” regulatory accounting procedures to 
determine their capital for regulatory purposes until December 31, 1993;
□  They may phase out the use of regulatory accounting principles over the five- 
year period ending December 31, 1993.
Federally insured institutions have until January 1 , 1989, to decide which of 
the last two options they will adopt.
The new regulations were published in the January 6 issue of the Federal 
Register (pp. 324-338).
A Postage Reminder AICPA members who would like to start receiving the Letter by first-class mail
should send their checks for $6.50 to the Institute’s circulation department as soon 
as possible. This will assure them of first-class delivery for the period from March
1 , 1988, through February 28 , 1989. Otherwise, their copies will be sent at the usual 
second-class rate. Those who had previously elected the first-class option will 
continue to be billed accordingly.
Inventory Costs Under TRA ’86 and GAAP
The FASB emerging issues task force (EITF) reached a consensus in December 1986 on Issue 86-46, 
Uniform Capitalization Rules for Inventory Under the Tax Reform Act of 1986. The PCPS technical issues 
(TIC) committee believes the consensus should be useful to many private companies and their CPAs in 
determining the financial statement effect of the TRA ’86 inventory costing requirements.
The EITF’s consensus concludes: “The fact that a cost is capitalizable for tax purposes does not, in 
itself, indicate that it is preferable, or even appropriate, to capitalize that cost for financial reporting 
purposes...[but] certain of the additional costs that would be required to be capitalized for tax purposes 
may also be capitalizable for financial reporting purposes, depending on such factors as the nature of the 
enterprise’s operation and industry practice. The determination, however, can only be made after an 
analysis of the individual facts and circumstances.”
The TIC believes that the EITF consensus, which indicates the need for professional judgment, can 
help practitioners reach informed decisions on those issues. For example, some practitioners may have 
concluded that the TRA ’86 inventory costing requirements are never acceptable for GAAP. However, the 
EITF consensus suggests that those requirements are acceptable for GAAP financial statements in some 
circumstances and that, in those circumstances, a change in accounting principles can be justified, 
eliminating the need to report the tax effect of temporary differences in the financial statements.
The text of EITF Issue 86-46 can be obtained from the FASB order department, High Ridge Park, P.O. 
Box 3821, Stamford, Connecticut 06905.
New Regulations 
for Thrifts
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MEMBERS  OF THE 
AMERICAN INSITUTE
Of CPAs
ADOPT EVEN HIGHER
PROFESSIONAL STANDARDS
AICPA
Excellence in our Second Century
In an increasingly complex world, AICPA members— more than 260,000 CPAs in public practice, 
industry, government and education— provide quality service in the public interest.
American Institute of Certified Public Accountants. 1211 Avenue of the Americas. New York. NY 10036-8775
Editor’s Note: Larger renditions of the above advertisement were placed by the AICPA in the January 20 
issues of The Washington Post, The Wall Street Journal and USA Today.
In a nationwide referendum, members of the American 
Institute of Certified Public Accountants have over­
whelmingly adopted a plan to implement even tougher 
performance standards.
Specifically, the plan will:
• Require AICPA members in public practice to participate in 
an approved practice monitoring program. This means that 
members’ work will be reviewed regularly by other CPAs to 
ensure that the highest quality standards are met.
• Strengthen the AICPA Code of Professional Ethics for all 
members.
• Raise member requirements for Continuing Professional 
Education.
The work of AICPA members—recognized for reliability and 
integrity for 100 years—will now be even better.
Who Benefits?
CPAs, their clients and employers—everyone who relies on 
AICPA members for accounting, auditing, tax, management 
and personal financial planning. The public will receive 
services that reflect even higher professional standards.
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Implementation off 
Restructure Plan
Taxpayers Alerted 
to Increased 
Preparation Time 
for 1987 Returns
CPE Sets Divorce 
Tax Conference
GASB Statement 
Says Don’t Change 
in Certain Cases
AICPA Reinstates 
800 Numbers 
for Orders
Following adoption of the proposals under the Plan to Restructure Professional 
Standards, some members have raised questions about when the new requirements 
will be operative. The proposals became Institute policy upon adoption, but some 
requirements have specified future dates of application.
For example, CPE requirements will begin in 1990. Quality reviews start in 
1989 for firms that do audits and have more than ten professionals; other reviews 
will be phased in over four years beginning in 1990. No sole practitioner will have 
to have a review before 1991; most will have them in 1992 and 1993.
These and other provisions require the establishment of implementation 
procedures before they can be effectively applied. This will be a gradual process 
and the membership will be kept informed of developments.
The AICPA is taking steps to advise taxpayers that the complexities of TRA ’86 will 
require additional time and effort by CPAs in preparing 1987 tax returns, probably 
resulting in higher fees. A letter is being sent to all AICPA practice units later this 
month which can be used to explain the situation to their clients.
The media have been asked to advise their readers of these complexities and 
that 30-50 percent more tax return preparation time may be needed. This can be 
minimized if complete information is supplied to their CPAs as soon as possible.
At presstime, the basic elements of the AICPA message have been aired on the 
CBS-TV Weekend News (January 10), CCNN Prime News (January 25), CNN 
Morning News (January 26) and appeared in The Wall Street Journal (December 31), 
USA Today (January 4), Newsweek (January 18), The New York Times (January 23) 
and the February 1 issue of Fortune.
An AICPA CPE conference, The CPA’s Role in Divorce and Related Tax Planning, is 
scheduled for May 5-6 in New Orleans at the Hotel Inter-Continental. It is being 
cosponsored by the Louisiana CPA Society. The conference is designed to enhance 
a CPA’s ability to participate in this growing segment of practice. Among the topics 
to be discussed are tax applications and planning, financial disclosures and 
planning, business reduction issues and CPAs as expert witnesses.
Registration fee is $495 and recommended CPE credit is 16 hours. For further 
information, contact CPE at 800/AICPANY; in New York State, 212/575-5696.
Governmental Accounting Standards Board Statement no. 8, Applicability of FASB 
Statement no. 93, Recognition of Depreciation by Not-for-profit Organizations, 
states that governmental entities that use certain specialized industry accounting 
and reporting principles should not change their accounting and reporting for 
depreciation of capital assets as a result of FASB Statement no. 93. Nevertheless, 
governmental colleges and universities can depreciate their capital assets under an 
option permitted by the AICPA Industry Audit Guide, Audits of Colleges and 
Universities.
The Institute has reinstated toll-free telephone numbers for members to use when 
placing orders for paid publications.
These numbers were originally established last spring, but in view of the 
unanticipated demand, especially for gratis publications, the system was 
overextended. This resulted in delayed, rather than improved, service.
These problems have been resolved. For paid publications only, members may 
call (800) 334-6961; in New York State, (800) 248-0445, to place their orders. For 
free publications, those whose product number begins with the letter “G,” requests 
should be made in writing to the order department.
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A five-member committee of the sponsoring organizations of the Treadway 
Commission has been formed to
□  Monitor progress in the implementation of the recommendations contained in 
the Report of the National Commission on Fraudulent Financial Reporting;
□  Exchange information on the actions being taken by the sponsoring 
organizations and others;
□  Report periodically to the sponsoring organizations and others on the status of 
such implementation.
Past AICPA Board Chairman J. Michael Cook represents the Institute. Other 
members are John Arme, president of the National Association of Accountants; 
William G. Bishop, representing the Institute of Internal Auditors; Sidney 
Davidson, representing the American Accounting Association; and Robert Moore, 
president of the Financial Executives Institute.
The AICPA’s National Industry Conference will be held at the Marriott Marquis 
Hotel in Atlanta on April 21-22. The program is designed to enhance the technical 
and managerial skills of CPAs in industry. Recommended CPE credit for the 
combination of plenary and concurrent sessions is 16 hours.
Dean Lester Thurow of the Sloan School of Management at M.I.T. will be a 
featured speaker. A brochure on the conference will be mailed to members in 
industry in February. For further information, contact the AICPA meetings 
department at 212/575-6451.
The SEC has recently released four staff accounting bulletins.
In SAB no. 73, the SEC staff presents its views on “push down” accounting in 
the separate financial statements of subsidiaries acquired in purchase transactions 
as it relates to recording parent company debt under certain circumstances.
SAB no. 74 concludes that disclosures should be provided when an accounting 
standard has been issued but is not yet effective. They should include disclosure of 
the impact that the recently issued standard will have on the financial position and 
the registrant’s results of operations.
SAB no. 75 deals with issues related to a proposed “Mexican Debt Exchange,” 
including disclosure that would be acceptable under Industry Guide 3.
SAB no. 76 gives staff views on the effect of certain de minimus sales relating 
to SAB no. 65, which was issued in November 1986. In effect, the bulletin holds 
that if sales are de minimus in amount, the SEC staff will not question the pooling 
of interests method, under certain circumstances, when there are sales by affiliates.
Price Correction The list price for the MAS Statement on Standards, Attest Services Related to MAS 
Engagements (product no. 023036) was incorrectly reported in the December 29,
1987, issue of the Letter. It is $2.50, with the usual discounts.
NOTICE OF AICPA PUBLIC MEETING
Professional Ethics—The professional ethics executive committee will hold an open meeting on March 
29 at the Omni Royal Orleans Hotel in New Orleans, starting at 9:30 a.m. The agenda follows:
□  Ethics Ruling Regarding Member’s Depository Relationships with a Client Financial Institution 
(consider draft for publication);
□  Revision of Interpretation 101-2 — Retired Partners and Firm Independence (consider draft for 
exposure).
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
Four SAB Bulletins 
Issued
Industry Conference 
Schedule
Treadway Monitoring
Committee
Appointed
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Washington Briefs IRS Sets Fees for Letter Rulings — In Revenue Procedure 88-8, the IRS announced 
the fees to be charged for ruling, determination and opinion letters, effective 
February 1. The charges will range from $50 for computing the exclusion amount 
for a taxpayer receiving an annuity under Section 72 of the IRC, to as much as 
$1,000 for responding to a request for a waiver of minimum funding of a taxpayer’s 
employee plan.
SEC Seeks Deputy Chief Accountant — Applications from candidates for Deputy 
Chief Accountant of the SEC, a senior executive service position, are being 
accepted by the commission. A CPA certificate is required and at least three years of 
responsible professional accounting experience. Experience would normally be 
gained at the GS-15 level or the equivalent in private industry. The deputy chief 
accountant supervises the staff of the Office and formulates and administers the 
accounting policies of the commission. For further information, call 202/272-2700.
Other SEC Accounting Openings — CPAs having three years of public accounting 
experience, with emphasis on corporate reporting and SEC disclosure 
requirements, are being sought by the SEC’s Washington office. Salary range is 
$32,218 to $51,354. For information, call Edith Holcutt at 202/272-2550.
Notice on Changes in Tax Law Sent to Taxpayers — The IRS, in Information 
Release 88-11, announced that it was mailing Notice 831 to approximately seven 
million employers to alert them to recent changes in the tax laws as a result of 
provisions in the Revenue Act of 1987 that affect the way they collect, deposit and 
pay taxes.
Minimum Vesting Standards for Qualified Plans Proposed — Temporary and 
proposed regulations on minimum vesting standards for qualified employee plans 
were published in the January 6 issue of the Federal Register. Effective generally for 
plan years beginning after December 31, 1988, they affect all employers maintaining 
such plans and apply to all accrued benefits derived from employer contributions. 
Comments are due by March 7 at the IRS, Attn: CC:LR:T (EE-167-86), 1111 
Constitution Avenue N.W., Washington, D.C. 20224.
CPA Wins Presidential Award — AICPA member Frank Sato, the recently retired 
inspector general for the Veterans Administration, has received a 1987 Presidential 
Rank Award for the Senior Executive Service. In presenting the award, President 
Reagan said, “The Presidential Rank Awards salute a small group of men and 
women, committed to excellence in service to our country, who have demonstrated 
leadership and skills instrumental in the efficient operation of their department or 
agency.”
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At its meeting on February 11-12, the AICPA board of directors
□  Received a report of the membership ballot on the Plan to Restructure 
Professional Standards and on the implementation program currently underway 
with respect to the Plan;
□  Discussed a draft business plan being considered by the continuing professional 
education division;
□  Received a report on the growth and progress of the AICPA life insurance plan;
□  Refined the Institute’s positions with respect to the recommendations in the 
Report of the National Commission on Fraudulent Financial Reporting;
□  Authorized distribution of a draft report of the strategic planning committee for 
discussion at regional meetings of members of Council;
□  Approved creation of the positions of AICPA Vice President—Education, and 
AICPA Vice President—Legislative Affairs;
□  Decided to recommend to Council that the class of international associates be 
closed with the proviso that present international associates be continued so 
long as they choose to remain affiliated with the Institute;
□  Expressed its deep appreciation to all members and staff associated with the 
successful passage of the Plan to Restructure Professional Standards, the 
adoption by Congress of year-end conformity legislation and the approval of the 
statements on auditing standards designed to narrow the “expectation gap.”
The auditing standards board has approved for publication ten statements on 
auditing standards, nine of which are designed to respond to changing public 
expectations. The tenth is an omnibus statement for 1987.
The nine “expectation gap” statements clarify and strengthen standards in the 
following areas:
Errors and Irregularities Reports on Audited Financial Statements
Illegal Acts Going Concern Considerations
Control Risk Assessment Communicating Internal Control Matters
Analytical Procedures Communications with Audit Committees
Accounting Estimates
The omnibus statement recognizes the authority of GASB pronouncements and 
revises existing literature to conform with FASB Statement no. 89, Financial 
Reporting and Changing Prices. The provisions of the statement will become 
effective upon publication.
The “expectation gap” standards generally become effective on or after January
1 ,  1989, except the Reports standard is effective for reports issued on or after 
January 1 ,  1989, and the Control Risk standard takes effect for financial periods 
beginning on or after January 1 ,  1990. However, early application is permitted. 
Publication of all ten standards is expected in May.
In the meantime, briefings on the “expectation gap” standards will be held in 
Los Angeles (April 22), New York and Phoenix (April 25), Columbus, Ohio, and 
Dallas (April 26), Baltimore (April 27), Atlanta and Kansas City, Kansas (April 28), 
and Chicago and Miami (April 29).
Registration fee is $195 and recommended CPE credit is six hours. For further 
information, call 800/AICPANY; in New York, 212/575-5696.
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Captive Insurance 
Company Starts 
Operations in April
A newly formed CPA-owned captive insurance company, AmerInst Insurance 
Group, Inc., has been established with initial capital contributions in excess of $8.5 
million and about 2,600 participating firms.
Although AmerInst will not write its own policies, the company is expected to 
participate as a reinsurer on all policies written in the AICPA Professional Liability 
Plan beginning April 1.
The FASB has extended the deadline for public comment on its exposure draft, 
Disclosures About Financial Instruments, from March 20, to April 30. This was 
done to permit more study and testing of the effects of the proposals.
The draft would require disclosures of specified information about credit risk, 
future cash receipts and payments, interest rates and, if possible, market values of 
all financial instruments.
Tax Practice 
Workshop Set
Building and Managing a Successful Tax Practice, to be held on May 9-10 in 
Tempe, Arizona, is a workshop to be led by William L. Raby. It is cosponsored by 
the Arizona CPA Foundation. This course is designed for practitioners in charge of 
firm tax practice, and those about to assume that responsibility.
The registration fee is $795 and recommended CPE credit is 16 hours. For 
further information, call CPE at 800/AICPANY; in New York State, 212/575-5696.
Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing should there be filed with the secretary of the Institute a final judgment of 
conviction imposed upon any member for a crime punishable by imprisonment for 
more than one year, or if a member’s certificate as a CPA is revoked as a disciplinary 
measure by any governmental agency.
□  On December 1 7 ,  1987, the membership of James N. Wilson of Indianapolis, 
Indiana, was terminated following his conviction in the Marion County Superior 
Court on his plea of guilty to the sale of an unregistered security.
□  The membership of Ralph Douglas Spoor of Sherman Oaks, California, was 
terminated on December 7 ,  1987, following the revocation of his CPA certificate 
as a disciplinary measure by the California Board of Accountancy in connection 
with the preparation and filing of a tax return of a client.
At a meeting of a hearing panel of Regional Trial Board XI in New York City on 
December 1 ,  1987, Charles H. Meisels of New York City was found guilty of 
violating the General Standards, Auditing Standards and Acts Discreditable rules 
of the Codes of Professional Ethics of the AICPA and the New York State Society of 
CPAs. The violations involved failing to exercise due professional care, inade­
quately planning and supervising and not obtaining sufficient relevant data in the 
performance of specified engagements, failing to comply with generally accepted 
auditing standards and their interpretations as promulgated by the Institute and 
failing to follow standards and procedures required in governmental audits.
Mr. Meisels was admonished by the hearing panel and required to complete 80 
hours of CPE courses in accounting and auditing over a period of two years and to 
submit to a review of his practice each year for the next two years. If he does not, 
the panel reserved the right to reconvene to consider additional disciplinary action.
Mr. Meisels, who was present with counsel at the hearing, did not request a 
review of the decision which, therefore, became effective December 31, 1987.
William J. Corbett 
Vice-President—Communications
Roderic A. Parnell 
Executive Editor
Two AICPA Members 
Expelled; Another 
Admonished
Deadline on Financial 
Instruments ED 
Extended
The CPA Letter (ISSN 0094-792x), February 29 , 1988. Published semimonthly, except July and August when monthly. Publication and editorial 
office: 1211 Avenue of the Americas, New York, N.Y 10036—8775. Second-class postage paid at New York, N.Y and at additional mailing 
offices. Copyright © 1988 American Institute of Certified Public Accountants, Inc. Postmaster: Send address changes to Circulation Depart­
ment, 1211 Avenue of the Americas, New York, N.Y 10036—8775.
PROVIDING ASSURANCE ABOUT MATTERS RELATED TO SOLVENCY
In connection with certain secured financings, such as leveraged buyouts and recapitalizations, lenders 
sometimes request assurance from CPAs about the prospective borrower’s solvency or related matters. 
Lenders are concerned that such financings do not include a fraudulent conveyance or transfer under 
federal or state statutes. These statutes recognize matters relating to solvency as a pivotal factor in 
determining whether such conveyances or transfers have occurred.
Under these statutes, matters relating to solvency pertain to whether the borrower was insolvent at the 
time the debt was incurred or whether incurring the debt will render the borrower insolvent, leave the 
borrower with unreasonably small capital, or cause the borrower to be unable to pay its debts as they 
mature.
The auditing standards division has issued an interpretation of its Statement on Standards for Attestation 
Engagements, Attestation Standards, stating that the attestation standards preclude CPAs from providing 
any form of assurance, through an examination, review, or agreed upon procedures engagement that an 
entity
□  Is not solvent at the time the debt is incurred or would not be rendered insolvent thereby;
□  Does not have unreasonably small capital;
□  Has the ability to pay its debts as they mature.
In addition, CPAs are precluded from providing any form of assurance on any financial presentation of 
matters relating to solvency.
Providing such assurance is precluded because these matters are legal concepts subject to legal definition 
and varying legal interpretation that are not clearly defined in a legal or accounting sense. Consequently, 
they do not provide the CPA with the reasonable criteria required to evaluate assertations about solvency 
under the third general attestation standard.
The interpretation also states that the attestation standards preclude CPAs from providing assurance on 
equivalent or substitute terms for solvency, adequacy of capital, or ability to pay debts that have been 
defined and agreed upon by parties to the financing, for example, the term fair saleable value of assets 
exceeds liabilities. Although these terms may be defined in the context of a particular engagement, 
experience has shown that use of the lender’s definitions by an accountant can be misunderstood as 
assurance that a particular financing does not include a fraudulent conveyance or transfer. Further, those 
who are not aware that matters relating to solvency have been specifically defined for an engagement, 
may, as a result of being informed that a CPA has issued a report on such matters, infer unwarranted 
assurance from such a report.
The interpretation points out that a CPA may provide a client with various professional services under 
existing professional standards that may be useful to the client in connection with a financing. These 
services include an audit or review of historical financial information, an examination or review of pro 
forma financial information, an examination or compilation of prospective financial information, or the 
application of agreed-upon procedures to historical, pro forma, or prospective financial information.
The interpretation provides reporting guidance for agreed-upon procedures reports issued in connection 
with a financing agreement. Included in that guidance is an indication that no reference should be made 
in the report to any solvency provisions in the financing agreement and that the report should specifically 
disclaim any assurance on the borrower’s solvency, adequacy of capital, and ability to pay debts. An 
illustrative agreed-upon procedures report is also included in the interpretation.
The interpretation, which rescinds former interpretation Reporting on Solvency, AU Section 9504.23-25, 
will be published in the May issue of the Journal of Accountancy. Members who desire a copy of the 
interpretation before May should contact Agnes Ramdas at 212/575-5517.
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Proposed SOP on 
Bank Examinations 
Exposed
AICPA Gets Kudos 
on Fiscal Year and 
Related Practice Aid
Three MAS Aids 
Published
An exposure draft of a proposed auditing statement of position (SOP), Directors’ 
Examinations of Banks, has been issued for comments which are due by May 13. 
This proposal, prepared by the committee on banking, would amend the exhibits in 
Appendix C of the AICPA industry audit guide, Audits of Banks. The principal 
modifications include the following:
□  Incorporation of a statement in the illustrative engagement letter and illustrative 
report identifying the omission of certain procedures relating to accounts with 
higher risk (for example, loans) that are normally performed during an audit of 
the financial statements in accordance with GAAS;
□  Expansion of the accounts identified in the supplement to the engagement letter 
to include those with higher risk, such as loans and the allowance for credit 
losses;
□  Substitution of procedures relating to “Loans” for procedures to “Cash and Due 
From Banks.”
Copies of the exposure draft (product number G00267) may be obtained upon 
written request to the AICPA order department.
The Institute’s Washington office geared up to field questions on the fiscal year 
legislation and the resultant tax checklists, utilizing all its staff resources, including 
the receptionists. This all-out effort did not go unnoticed by the membership.
Among the many letters were comments such as: You deserve a medal for your 
Fiscal Year Retention Practice Aid....This [the checklists] will greatly help me in 
preparing my clients’ tax returns on a timely basis....Only those who try the absurd 
ever really accomplish the impossible. Congratulations....The successful campaign 
for fiscal year retention will result in a workable shift in [our firm’s] production.... 
The [tax] aids must have saved me at least 30 to 40 hours....The value to practice 
units that are not national firms to obtain up-to-the-minute accurate information on 
legislation is immeasurable....Passage of this legislation [fiscal year retention] will 
permit us as accountants to maintain the high level of quality in the preparation of 
returns and reports....Thank you for your magnificent efforts in getting the fiscal 
year provisions into the 1987 tax law.
There were, of course, a few naysayers, many of whose complaints were due to 
misinterpretations or misunderstandings, according to Tax VP Donald Skadden.
Two consulting practice aids and a practice administration aid have recently been 
issued as educational and reference material. Consulting practice aids are directed 
to members in industry as well as practitioners.
Improving Productivity Through Work Measurement: A Cooperative Approach 
(Technical Consulting Practice Aid 9) provides an overview of how work 
measurement is used in setting productivity standards. It is designed to assist 
practitioners, often in cooperation with specialists, in evaluating client needs, 
identifying areas with great potential for improvement, and recommending the best 
methods for achieving maximum results. Product no. 055107 — Price $8.25; $6.60 
to members.
Developing a Budget (Small Business Consulting Practice Aid 10) provides the 
practitioner with information to assist clients in developing a budget process and a 
budget. It should also be helpful in developing guidelines and techniques for 
predicting income, expenses and cash flow. Product no. 055338 — Price $7.00; 
$5.60 to members.
Starting and Developing an MAS Practice (Practice Administration Aid 4) provides 
assistance in starting or further developing an MAS practice. Product no. 055925 — 
Price $5.50; $4.40 to members.
All of the above publications can be obtained from the AICPA order department 
(800/334-6961; in New York State, 800/248-0445).
As reported in the February 8 Letter, the six adopted proposals under the Plan to 
Restructure Professional Standards became effective upon adoption (January 12). 
Certain recurring questions have been raised:
□  The Code of Professional Conduct (principles and rules) is in effect as of the 
adoption date. The texts were included in the referendum. A brochure including 
the texts is now being prepared, but, in the meantime, questions on specific 
provisions can be directed to 212/575-6216.
□  The confidential one-day consulting review, under the PCPS section of the 
division for CPA firms, is also available to nonmembers without further 
obligation. This could help firms prepare for the practice monitoring 
requirements scheduled for certain firms in 1989. For further information, call 
212/575-6658.
□  According to AICPA General Counsel Donald J. Schneeman, the provision 
calling for members not in public practice to meet certain CPE requirements 
beginning in 1990 was not intended to apply to members who are fully retired, 
and do no accounting work for others.
Application forms related to the practice monitoring requirement will be 
mailed to members in late April.
A 25 percent increase in life insurance in force in 1987 brings the total coverage of 
the CPA Plan and Group Insurance Plan to more than $40 billion, with only three 
percent of U.S. life insurance companies having greater volume.
The maximum amount of life insurance available is $500,000 under the CPA 
Plan (for individuals) and $200,000 in the Group Plan (for public accounting firms).
Information on the CPA Plan, with a deadline of April 1 for new or increased 
coverage, has been mailed to AICPA members who are also members of one of 
the 54 state CPA societies that sponsor the plan. (Material on the Group Plan will 
be distributed in the fall.) For further information, contact the Plan Agent:
Rollins Burdick Hunter Co., 605 Third Avenue, New York, New York 10158. 
(Telephone 800/223-7473; in New York call collect 212/973-6200, and ask for 
extension series 431.)
NOTICE OF AICPA PUBLIC MEETING
Accounting Standards
An open meeting of the accounting standards executive committee will be held on March 15-17 in the 
AICPA boardroom, starting at 8:30 a.m. The agenda follows:
March 15 — a.m.
□  Amortization of Discounts Practice (consider for publication);
March 15 — p.m.
□  Income Recognition on Loans to Debtors in Financially Troubled Countries Practice Bulletin 
(consider for publication);
March 16 — a.m.
□  GASB Discussion Memorandum, Accounting and Financial Reporting for Capital Assets of 
Governmental Entities (discussion of comment letter related to deferred maintenance);
□  GASB Exposure Draft, Measurement Focus and Basis of Accounting: Governmental Funds, 
(consider comment letter);
March 16 — p.m.
□  FASB Exposure Draft, Disclosures of Financial Instruments, (consider comment letter);
March 17 — a.m.
□  Statement of Position, Accounting for Continuing Care Contracts, (discussion of proposed SOP).
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
AICPA Insurance 
Trust Tops 
$40 Billion
Restructure Plan 
Update
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Washington Briefs AICPA Comments on Uniform Capitalization — The tax division has submitted 
comments to the IRS on the proposed and temporary regulations under Section 
263A regarding the capitalization and inclusion of certain costs in inventory. Also, 
the Institute stated its position that the practical capacity method of allocating 
fixed indirect production costs to inventory should not be eliminated. Copies of the 
comments can be obtained by sending a stamped ($.66), self-addressed 9 x 12 inch 
envelope to: Uniform Capitalization Comments, AICPA Tax Division, 1455 
Pennsylvania Avenue, N.W., Washington, D.C. 20004.
IRS Seeks Views on Tax Season Performance — The IRS wants practitioner views 
on how the tax season is progressing, particularly in relation to what it is doing 
better, or worse. What is the IRS not doing that it should and is there a pattern of 
problems that should be corrected immediately? Comments should be sent to 
Edward S. Karl, AICPA, 1455 Pennsylvania Avenue, Washington, D.C. 20004.
Senate Passes Bill to Create Treasury IG — Under S. 908, unanimously passed by 
the Senate, an office of inspector general would be established to oversee the 
Treasury Department. Several safeguards have been incorporated in the bill to 
prevent disclosure of confidential tax information, including a provision to create a 
separate IRS inspector general office.
IRS to Supplement Passive Loss Information — The IRS, in Notice 88-11, 
announced that it would soon issue “supplemental instructions” to Form 8582 
regarding passive loss allocations. Specifically, they will include determination of 
“material participation” and phase-in rules. (Issued under T.D. 8175, February 19.)
IRS to Clarify “Highly Compensated Employee” — The IRS has issued proposed 
and temporary regulations (EE-129-86, T.D. 8173) regarding the terms “highly 
compensated employee” in Code Section 414(q) and “compensation” in Section 
414(s) to reflect changes in TRA ’86. The text was published in the February 19 
issue of the Federal Register. Comments and requests for public hearings should be 
submitted by April 19 to: Commissioner of Internal Revenue, Attention CC:LR:T 
(EE 129-86), 1111 Constitution Avenue, N.W., Washington, D.C. 20224.
Robinson Appointed Head of JFMIP — AICPA Member Virginia Robinson has been 
named Executive Director of the Joint Financial Management Improvement Program 
of the Federal government. She was formerly Associate Director of the Accounting 
and Financial Management Division of the GAO.
The CPA Letter
American Institute of Certified Public Accountants, Inc. Second-class postage paid at New York, N.Y
1211 AVENUE OF THE AMERICAS, NEW YORK, N.Y 10036—8775 and at additional mailing offices.
March 15, 1988 
Vol. 68 No. 4
Recent FASB 
Activities
Widner Named 
AICPA Staff 
Vice President
The CPA Letter
A Semimonthly News Report Published by the AICPA
At its meeting on February 10, the Financial Accounting Standards Board took the 
following actions:
□  After reviewing the AICPA issues paper, Software Revenue Recognition, the 
FASB requested the AICPA to develop a statement of position based on the 
paper’s advisory conclusions. The accounting standards division has agreed to 
develop such a statement.
The advisory conclusions in general would have revenue from software 
licensing fees recognized on delivery, if collectibility is reasonably assured, the 
licensee is an end user, there are no other vendor obligations, and the like. Other 
advisory conclusions deal with other circumstances and with specific contract 
provisions.
□  The board tentatively concluded that it was not possible to develop a workable 
gradual approach to discontinuing application of FASB Statement no. 71, 
Accounting for the Effects of Certain Types of Regulation, for enterprises 
experiencing partial deregulation.
□  The board also tentatively concluded that an enterprise that decides that 
Statement no. 71 no longer applies to its operations, should discontinue the 
statement’s application by adjusting the items and amounts reported in its 
statement of financial position so that the items and amounts reported are what 
they would have been if Statement no. 71 had never been applied.
□  The board discussed postretirement health care benefit accounting issues under 
an approach that would be similar to Statement no. 87, Employers Accounting 
for Pensions, for plans with benefits defined in terms of individual years of 
service, and a cost approach for plans not so defined. The board tentatively 
concluded that if the latter approach is to be used, the benefit cost should be 
attributed over the period to the expected retirement date of employees expected 
to become eligible, with annual service cost determined on an aggregate, rather 
than an individual, basis.
At a later meeting, the FASB made tentative decisions in three areas regarding 
postemployment benefits other than pensions if an approach is prescribed that 
allocates benefits to years of service for plans that do not define benefits in terms of 
individual years of service.
They involved the allocation of the present value of the vested benefit 
obligation at the date of first eligibility coverage; a prior service obligation that 
arises if a plan initiation or amendment grants credit for prior service; and the 
obligation at the date of transition to include benefits promised to retirees and a 
proportionate amount of the benefits promised to active employees.
Mary Frances Widner has been appointed to the newly created position of vice 
president-legislative affairs in the Washington office.
In her new position, Widner will be responsible for interacting with Congress, 
tracking federal legislation and working with state CPA organizations in connection 
with legislative matters. Widner was formerly the Institute’s director of political and 
legislative affairs and had served in the White House Appointments and 
Scheduling Office before joining the AICPA staff.
The International Auditing Practices Committee of the International Federation of 
Accountants (IFAC) has issued two guidelines and an exposure draft of a proposed 
statement.
Framework of International Guidelines on Auditing and Related Services describes 
the framework within which such guidelines are issued in relation to the services 
which may be performed by auditors. It also describes certain services for which an 
auditor may be engaged and resulting levels of assurance and considerations when 
the auditor changes from one type of service to another in which the auditor is 
required to provide a lower level of assurance. The product no. is 019350 and the 
price is $3.75; $3.00 to members.
Basic Principles Governing Review Engagements is the first International Auditing 
Guideline/Related Services booklet and sets out the basic principles and general 
and reporting guidelines for review engagements. It parallels IAG 3, Basic 
Principles Governing an Audit. A review engagement is defined as an engagement 
in which an auditor is asked to carry out procedures which provide a lower level of 
assurance than that provided by an audit. The product no. is 019505 and the price 
is $3.75; $3.00 to members.
Audit of Small Businesses, a proposed International Statement on Auditing, has 
been issued for exposure. It is intended to provide guidance to auditors in applying 
international guidelines to situations found in small business which make it 
necessary for the auditor to adapt the audit approach to the circumstances. It 
discusses the characteristics of small businesses and their impact on the audit.
Comments are due by June 30 and should be sent to Dan Guy at the AICPA. 
This free document is available upon written request (product no. G00352).
The above documents can be obtained from the order department. Telephone 
requests can be made for the priced items (800/334-6961; in New York State, 
800/248-0445). There is an extra shipping and handling charge.
The Institute has recently granted the specialty designation of “Accredited Personal 
Financial Specialist” (APFS) to 94 CPAs. This program was authorized last July.
To qualify for the APFS designation, a CPA must meet six requirements, which 
include passing a one-day examination, having a minimum of 250 hours of 
experience in personal financial planning in each of the three years immediately 
preceding initial application and providing six references from other professionals 
and clients.
Once a year, CPAs who have earned the APFS designation must meet 
reaccreditation requirements. They include continuing professional education and 
completion of a practice questionnaire. Valid state CPA certificates and 
membership in the AICPA must be maintained. The next examination will be given 
on September 30 at various regional sites and, subsequently, semiannual 
examinations may be scheduled.
Recipients of the APFS designation include 25 who passed the examination 
last October and 69 who were granted the designation after earning a similar one 
from the Colorado Society of CPAs’ National Accreditation Board. The Colorado 
program has been integrated in the AICPA program to create a national standard.
For further information about the accreditation program, write AICPA, P.O. Box 
1017, New York, New York 10108-1017 or call 212/575-3860.
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Special Supplement, the CPA Letter, March 15 , 1988
REPORT OF THE NOMINATIONS COMMITTEE
To: Members of the American Institute of Certified Public Accountants
Pursuant to Article VI, Section 6.1.6 and 3.3 of the bylaws, the following report of the Nominations Committee is submitted.
Donald J. Schneeman, Secretary 
February 2 5 , 1988
The Nominations Committee hereby nominates the following Officers, Members of the Board of Directors, Members of Council-at- 
Large, and elected Members of Council.
Chairman and Vice Chairman of the Board: The Committee affirmed the nomination of Robert L. May, New York, as Chairman of 
the Board of the Institute for 1988-89 and nominated Charles Kaiser, Jr., California as Vice Chairman of the Board.
Vice Presidents: The Committee nominated the following Vice Presidents:
Francis A. Humphries, South Carolina Dominic Tarantino, New York
Richard E. Piluso, New York
Treasurer: The Committee nominated for reelection Gerald A. Polansky, District of Columbia as Treasurer.
Upon election, the candidates will serve in the positions indicated from the Annual Meeting in 1988 until the Annual Meeting 
in 1989 or until their successors shall be elected.
Board of Directors: The Committee nominated the following for election as members of the Board of Directors for three-year terms: 
Lowell A. Baker, Ohio Doyle Z. Williams, California
Leonard A. Dopkins, New York Ralph S. Saul, Pennsylvania (Public Member)
Council Members-at-Large: The Committee nominated the following for Council Members-at-Large for three-year terms:
Ronald S. Cohen, Indiana Herbert J. Lerner, District of Columbia A. Tom Nelson, Utah
Larry D. Horner, New York Robert Mednick, Illinois Paula C. O’Connor, Washington
Donald P. Zima, Georgia
Elected Members of Council: After consideration of the recommendations submitted by the State Societies of CPAs, in accordance 
with the provisions of Article VI, Section 6.1.5 of the bylaws, the Committee nominated the following 57 members from 41 
jurisdictions as directly Elected Members of Council. Unless otherwise noted, upon election nominees will serve a three-year 
term, commencing in the fall of 1988.
Alaska—Cynthia A. Coulter 
Arkansas—George Layton Bowman 
California—Jerrold A. Hunt
William A. Moore 
Janice I. Vincent 
Colorado—Robert W. Moss 
Connecticut—Joseph A. Puleo 
Florida—Jack Eugene Brooks 
Thomas Workman, Jr.
Georgia—Julian I. Deal 
Guam—Jerold W. Filush 
Hawaii—Carole Ann Gibbs-Fisher 
Illinois—Arthur I. Farber 
Robert C. Fietsam 
Kenneth J. Hull 
Indiana—Fred H. Gage 
Maine—Carolyn J. Garfield 
Maryland—James V. Cleary 
Massachusetts—Samuel M. Klingsberg
Michigan—Allan W. Nietzke 
Phyllis E. Peters 
Minnesota—Andrew R. Biebl 
Missouri—Robert J. Minkler 
Montana—Ronald A. Taylor 
Nebraska—Ronald F. Ueberrhein 
Nevada—Clifton B. Shoolroy 
New Hampshire—Frederick G. Briggs 
New Jersey—John S. Lee 
Joel J. Rogoff 
New Mexico—Carol McKeag 
New York—Robert Fagliarone 
Arthur S. Hoffman 
John H. Howell 
Norman W. Lipshie 
Irene N. McCarthy 
North Carolina—Burney R. Rivenbank 
North Dakota—C. J. “Con” Whalen 
Ohio—Edward M. Rose 
Roger L. Yeley
Oklahoma—James C. Wright 
Oregon—Bernt Olsen 
Pennsylvania—Carl D. Herbein
Edward J. O’Grady 
South Carolina—Austin M. Sheheen, Jr. 
South Dakota—Don H. De Haan 
Tennessee—Maxie O. Patton 
Texas—Mason L. Backus 
William E. Burch 
Dan H. Hanke 
Pat L. Wilson 
Vermont—William J. Fisk 
Virginia—Fletcher D. Harris 
Virgin Islands—Pablo O’Neill 
Washington—Richard F. Clarke 
West Virginia—Kathy G. Eddy 
Wisconsin—Darold D. Brockhaus 
Wyoming—Dean W. McKee
The Committee agreed to vote by mail ballot on the candidacy of members of the Trial Board and the Quality Review Committee. 
The Committee will nominate the Officers, Directors, Council Members-at-Large, Trial Board and Quality Review Committee at 
the Council Meeting, Saturday, October 1 ,  1988, in Los Angeles, California. No nominations from the floor will be recognized. 
However, independent nominations may be made by any twenty members of Council if filed with the Secretary by June 1 ,  1988, 
which is four months prior to the Annual Meeting of the Institute which is to be held in Los Angeles, California beginning October 
2, 1988.
Pursuant to the bylaws, balloting for directly elected Council members by members in any state where vacancies shall arise will 
occur only if a contest for one or more seats develops as a result of submission of independent nominations to the Secretary by any 
twenty Institute members in the state at least four months prior to October 1 ,  1988. In the absence of any contest, all Council 
nominations will be declared elected by the Secretary and will assume office as members at the Council Meeting on October 1, 
1988.
Respectfully submitted,
Nominations Committee
J. Michael Cook, New York Sidney F. Jarrow, Illinois
Chairman Charles B. Larson, Missouri
Brenda T. Acken, West Virginia Sanford Rogoff, New Mexico
Robert T. Ciesick, Ohio Ronnie Rudd, Texas
Gary L. Schaugaard, California 
K. Fred Skousen, Utah 
Stanley Weinstein, New York
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SEC Conference Set 
by USC
Financial Planning 
Brochure Available
Court Upholds 
Restrictions on 
Titles and 
Terminology
Social Security 
Launches Public 
Information 
Program
Scholarships 
Awarded to 
Minority Students
The annual SEC and Financial Reporting Institute Conference, sponsored by the 
University of Southern California, will be held at the Bonaventure Hotel in Los 
Angeles on May 10.
The program will include recent SEC developments, financial reporting 
responsibilities, analysis of recent stock market activity and current policy-setting 
developments in the private sector. The opening address will be given by FASB 
Chairman Dennis R. Beresford. The keynote speaker will be Chairman David S. 
Ruder, of the SEC, and other senior officials of the commission will also participate. 
Walter P. Schuetze, chairman of AcSEC, and Jerry Sullivan, chairman of the ASB, 
are also on the program as well as Chairman A.A. Sommer, Jr., of the Public 
Oversight Board.
For further information, contact Professor Jerry L. Arnold, the director of the 
institute, School of Accounting, USC, Los Angeles, California 90089-1421 
(213/743-8789).
Do I Need Personal Financial Planning? answers basic questions in areas such as 
financial planning, goal setting, net worth, savings and estate planning written in 
question-and-answer style. This new publication is designed for distribution to 
clients and others.
The brochure is available at $10 per 100 (plus shipping and handling charges) 
from the order department (product no. 009151). Write or call toll free 
800/334-6961; in New York State, 800/248-0445.
In a recent decision, a U.S. district court upheld the restrictions placed upon 
nonCPAs by the Virginia State Board of Accountancy and Department of Commerce 
under statutory authority. A suit was brought by the Accountants’ Society of 
Virginia claiming prohibitions on the use of terms such as “generally accepted 
accounting principles,” “public accountancy principles,” “audit,” “attest,” or 
“opinion” in a report expressing assurance on the reliability of a financial 
statement are an unconstitutional abridgement of freedom of speech. Also, titles 
such as “public accountant” were cited.
The court held that the Virginia provisions are regulations of a profession, not 
restrictions on protected speech, and declared for the State Board and Department 
of Commerce.
After testing in various locations, the Social Security Administration, in 
conjunction with the Advertising Council, has launched a nationwide campaign of 
TV, radio and newspaper public service advertisements to educate the public about 
its programs and their value. The campaign involves three messages on Social 
Security’s financial stability, the package of protection offered and the fact that 
Social Security was never intended to be the sole source of retirement income.
People are encouraged to get the “whole story” by calling 800/937-2000 or 
getting a free booklet by writing to Social Security, Pueblo, Colorado 81009.
The AICPA has awarded $32,500 to 85 minority undergraduate and graduate 
accounting students throughout the U.S. for the second half of the 1987-88 
academic year.
Since the program’s inception in 1970, the AICPA minority recruitment and 
equal opportunity committee has awarded over $3 million in scholarship aid to 
some 3,500 students. The awards for this academic year, totaling over $352,000 to 
more than 500 students, was the largest amount ever given to minority students in 
any one year by the Institute.
Included in the second-half total are 12 Arthur Andersen-AICPA awards 
totaling $5,000 and one International Paper Company-AICPA scholarship for $500.
Reporting on 
Governmental 
Departments and 
Agencies
AICPA Conferences 
Set
GASB to Seek 
Agenda Projects 
at Public Hearing
The AICPA committee on governmental accounting and auditing has concluded 
that independent accountants may issue an unqualified opinion on the financial 
statements of a department or agency that constitutes less than a fund. The 
accountants’ report should indicate that the statements present information for only 
a portion of the funds and account groups of a larger governmental reporting entity 
on a basis that conforms with generally accepted accounting principles.
Suggested language:
□  As described in note____ , the financial statements of the Department of X are
intended to present the financial position and results of operations and changes 
in financial position of proprietary and similar trust fund types of only that 
portion of the funds and account group of the State of Y that is attributable to the 
transactions of the Department of X.
Two national MAS training programs will be held in June at the Ohio State 
University, Columbus, which is a cosponsor. Development of MAS Skills  (June 
13-17) is an intensive training introduction to this area of service. Advanced MAS 
Skills  (June 20-24) is for experienced MAS practitioners. For information, contact 
Program Director James C. Kinard at 614/292-2328.
The National Marketing Conference  will be held at the Flamingo Hilton Hotel in 
Las Vegas on June 9-10. It is designed for marketing directors and partners in 
charge of practice development. For information, contact the AICPA division of 
industry and practice management at 212/575-3814.
Tax Strategies for the  High-Income Individual will be presented twice: May 16-17 
at the Denver Marriott City Center, Denver (co-sponsored by the Colorado Society of 
CPAs) and on June 2-3 in Orlando. In addition to discussion of various strategies, 
the program also includes topics such as estate and retirement planning, 
compensation and fringe benefits and computer technology as a tax planning aid.
Registration fee is $495 and recommended CPE credit is 16 hours. For further 
information, call CPE at 800/AICPANY; in New York State, 212/575-5696.
The AICPA-NASBA Conference on State Regulation of the Profession  has been set 
for August 4-5 at the Four Seasons Hotel & Resort, Irving, Texas. Additional 
information will be forthcoming.
Two practice management conferences and the 1988 AICPA Small Firm Conference 
have been scheduled.
Practice Management (East) will be held on July 19-21 at the Westin Copley 
Place, Boston, and topics will include staff management and keys to staff retention, 
budgeting and cost control.
Practice Management (West) will be at Bally’s Hotel, Las Vegas on October 
17-19. Topics will include partner assessment and communication, multi-office 
firm management, and productivity and profit controls.
The National Small Firm Conference  will be held at two sites: the Marriott 
Hotel in Denver on August 25-26 and on November 3-4 at the Grand Hyatt Hotel in 
Washington, D.C.
Topics to be included at both presentations include tax practice profitability, 
ingredients of a small firm business plan, the limited service philosophy, 
leadership skills and administrative policies.
The Governmental Accounting Standards Board will hold a public hearing on June 
21 to obtain suggestions for future technical agenda projects and to hear comments 
on the board’s general progress to date. The hearing will be held at the Hyatt 
Regency Crystal City Hotel at the Washington National Airport, Alexandria,
Virginia, from 1:30 to 5 p.m.
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Washington Briefs Proposed Regulations Issued on Passive Activity — Temporary and proposed
regulations have been issued by the IRS (see February 25 Federal Register) which 
provide general rules for applying the passive loss and credit limitations. They are 
generally effective for taxable years beginning after December 3 1 , 1986.
Also, rules are set forth computing passive loss or credit, and guidance is 
provided on the transitional rule for pre-enactment interests in passive activities. 
Comments and requests for a public hearing are due by April 25 to Commissioner 
of Internal Revenue. Attn: CC:LR:T (LR-14-88).
Ordering Rules for Change in Accounting Method — In Notice 88-23 and Revenue 
Procedure 88-15, the IRS provided advance notice of changes in IRC Section 263A 
to be included in forthcoming tax regulations. The notice applies only with respect 
to a taxpayer changing the method of accounting in order to comply with Section 
263A for the first taxable year beginning after December 3 1 , 1986, if, for the same 
year, the taxpayer wishes to discontinue use of the LIFO method of accounting for 
inventories. This notice and revenue procedure were published on March 7 in 
Internal Revenue Bulletin 1988-10.
Senate Hearing Set on Expiring Tax Provisions — In announcing a hearing on 
March 28, Senator Max Baucus (D-MT), chairman of the Senate Finance 
Subcommittee on Taxation and Debt Management, said, “This hearing gives us an 
opportunity to review some of those (tax) provisions which have expired recently 
or will expire this year.” Provisions expected to be discussed include the exempt 
treatment of mortgage revenue bonds and the Targeted Jobs Tax Credit. The hearing 
is scheduled for 9:30 a.m. in Room SD-215 of the Dirksen Senate Office Building.
Two AICPA Members Named to Tax Penalty Task Force — Herbert Lerner of 
Washington, chairman of the AICPA federal taxation executive committee, Leonard 
Podolin of Chicago and Ed Pendergast of North Quincy, Massachusetts, are among 
the 20 members of a task force appointed by Senator David Pryor (D-AR). It will 
make recommendations to reform and consolidate the tax law penalty structure for 
possible inclusion in future legislation.
Selection of Tax Matters Partner — Criteria are provided by the IRS, under Rev. 
Proc. 88-16, for the selection of a tax matters partner (TMC) in the absence of a 
designation by the partnership. The revenue procedure includes the application of 
the largest profits interest rule and the selection of a TMP when application of that 
rule becomes impracticable.
Ross Named Tax Deputy — Dennis Ross, formerly the Treasury's tax legislative 
counsel, has been named deputy assistant secretary of the Treasury for tax policy.
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The CPA Letter
FASB Reaches 
Several Tentative 
Conclusions
AcSEC Meeting 
Highlights
A Semimonthly News Report Published by the AICPA
At its March 9 meeting, the Financial Accounting Standards Board reached
tentative conclusions in the following areas:
□  Accounting for Contributions — The board discussed various approaches to 
distinguishing contributed services that should be recognized in the financial 
statements from those that should not. The FASB tentatively concluded that 
contributed goods generally should be recognized and that contributed services 
need not be recognized unless they create or enhance a continuing asset.
□  Joint Ventures — In reconsidering aspects of the Joint Venture project, the board 
decided that the project should include consideration of the application of the 
equity method of accounting to all types of investments in noncontrolled 
entities, as well as review of the line dividing investments accounted for by the 
equity method from passive investments such as those accounted for under 
FASB Statement no. 12, Accounting for Certain Marketable Securities.
□  Regulated Enterprises — The board tentatively concluded that the adjustment 
that results from discontinuation of application of Statement no. 71, Accounting 
for the Effects of Certain Types of Regulation, should be classified in the income 
statement as an extraordinary item and that the discontinuation of application of 
Statement no. 71 should be applied prospectively.
At its March 15-16 meeting, the accounting standards executive committee took the
following actions:
□  Approved issuance of a practice bulletin on Amortization of Discounts on 
Acquired Loans, subject to clearance by the chairman of AcSEC and review by 
the FASB. This practice bulletin indicates that discounts on certain acquired 
loans should be amortized only if the amounts and timing of collections can be 
reasonably estimated and ultimate collectibility is probable.
□  Approved issuance of an exposure draft of a statement of position, Accounting 
for Frequent Flier Programs, subject to clearance by the AcSEC chairman and 
review by the FASB. The exposure draft proposes that the revenue associated 
with free travel awards be deferred rather than accrue incremental costs of free 
travel awards when the award level is reached, which is present practice.
□  Authorized the government accounting and auditing committee to issue a letter 
commenting on portions of the Governmental Accounting Standards Board’s 
August 31, 1987, discussion memorandum, Accounting and Financial Reporting 
for Capital Assets of Governmental Entities. The comment letter recommends 
that the GASB research the desirability of establishing a totally new 
comprehensive capital asset accounting and reporting model and conduct a 
project to provide more definitive guidance on deferred maintenance issues. It 
also recommends that, pending completion of these projects, the GASB should 
encourage disclosure and explanations of deferred maintenance and service 
capacity.
□  Approved for issuance a letter commenting on the FASB’s November 3 0 , 1987, 
exposure draft, Disclosures About Financial Instruments. The letter expresses 
the view that additional disclosures about financial instruments are needed. 
However, it states that when the proposal is viewed in its entirety, it requires too 
much detail which is not helpful to users of financial statements and places an 
unjustified burden on preparers.
March 31 , 1988 
Vol. 68 No. 5
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The Tax Division Executive Committee of the AICPA voted on March 21 to endorse 
the revised version of the “Taxpayer Bill of Rights,” which was recently approved 
by the Senate Finance Committee. In a letter to all United States Senators, AICPA 
Chairman of the Board A. Marvin Strait and AICPA President Philip B. Chenok 
said, “The AICPA believes that this proposal, if enacted, would represent a 
significant improvement over present law. The proposal would provide a better 
balance between the rights of taxpayers and the authority of the IRS in the 
administration of our self-assessment system.”
The letter noted that the AICPA had “endorsed the concept of such legislation” 
in 1987 and had participated in the “continuing development of many of these 
provisions.”
Specific provisions of the measure approved by the Finance Committee include 
the following:
□  The IRS is required to provide the taxpayer with a statement describing the 
rights and obligations of the taxpayer and the procedures for appeal, refund 
claims, and collection;
□  The IRS is required to issue regulations to identify what constitutes a reasonable 
time and place for the scheduling of taxpayer interviews and examinations;
□  During taxpayer interviews, the taxpayer is permitted to suspend the interview at 
any time if the taxpayer wishes to consult with a CPA or other qualified 
representative;
□  The IRS is required to more fully describe in its notices the basis for assessments 
of tax due, deficiencies, and penalties;
□  The IRS is required to abate any penalties imposed on any deficiency 
attributable to erroneous written advice furnished to the taxpayer by the Service, 
unless the taxpayer provided inaccurate or inadequate information;
□  The IRS is prohibited from using records of tax enforcement results to impose 
production quotas on, or to evaluate its employees;
□  Taxpayers are permitted to recover expenses and fees when the IRS takes a 
position that it cannot prove is substantially justified;
□  Taxpayers are permitted to recover actual damages, plus reasonable litigation 
costs where an IRS employee carelessly, recklessly, or intentionally disregards 
any law or regulation; and
□  An “Office for Taxpayers Services” is established and is to be headed by an 
Assistant Commissioner for Taxpayer Service.
The measure must next be considered by the full Senate.
During the debate leading to recent passage by the Senate of S. 908, the Inspector 
General Act Amendments, 85-0, Senator William V. Roth, Jr. (R-DE) said that the 
legislation, as passed, is a “compromise that pushes forward the concept of 
independent auditors.” Based on the performance record in other agencies, these 
independent auditors have proved their worth, he said. “CPAs can and do provide 
solid audit services to many Federal agencies,” the Senator noted.
The AICPA’s examinations division is seeking CPAs who are available three or more 
days a week, excluding Sundays, to serve as graders for the May 1988 Uniform CPA 
Examination. Per diem rates are paid during the period from May 21 to July 1, 
approximately. For further information, write to the Examinations Division at the 
AICPA New York office.
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The IRS, in Notice 88-36 scheduled for publication in the March 28 issue of the 
Internal Revenue Bulletin, clarifies the definition of “tiered structure” for purposes 
of the fiscal year retention provisions in the Revenue Act of 1987.
A partnership, S corporation, or personal service corporation will be treated as 
a member of a tiered structure if such entity directly owns any portion of a deferral 
entity or is directly owned in whole or in part by a deferral entity. Deferral entities 
are partnerships, S corporations, personal service corporations and certain trusts. 
The Notice also provides two safe harbor tests which allow certain entities to be 
disregarded in the tiered structure determination.
In addition, the IRS recently issued Announcement 88-49, which explains the 
procedures for making S corporation elections by fiscal year taxpayers using the 
current version of Form 2553.
Members may obtain a copy of these notices by sending a stamped ($.65 
postage), self-addressed 9x12 envelope to Tiered Structures, AICPA Tax Division, 
1455 Pennsylvania Avenue, NW, Washington, D.C. 20004-1007.
In testimony before a Senate Finance Subcommittee hearing on internal revenue 
code penalties, Herbert J. Lerner, chairman of the AICPA federal taxation executive 
committee, identified four areas that the subcommittee should examine:
□  The appropriate role of tax penalties within the tax system. There is considerable 
concern that they are increasingly viewed as an independent source of revenue.
□  The relative impact of examinations, as compared to penalties, in encouraging 
taxpayer compliance.
□  The severity of the penalty should be carefully matched with the seriousness of 
the infraction. Multiple penalties can now be applied to a single infraction and 
perhaps careless errors or first-time offenses in the information reporting areas 
should be dealt with less severely than other situations.
□  Penalties should be structured so that they can be administered equitably and 
even-handedly throughout all geographic areas and economic strata.
Lerner, in offering the AICPA’s cooperation and assistance, noted that the tax 
division has formed a Penalty Task Force. After the task force has developed its 
recommendations, the Executive Committee will be prepared to present more 
detailed comments to the subcommittee.
NOTICE OF AICPA PUBLIC MEETING
Auditing Standards
An open meeting of the auditing standards board will be held on April 19-21 in San Diego at the San 
Diego Marriott Hotel and Marina, starting at 9:00 a.m. The agenda follows:
Tuesday, April 19
Reporting on Internal Control—The board is to consider revision to SAS no. 30 to reflect changes 
required by the new “expectation gap” SASs;
Wednesday, April 20
Management’s Discussion and Analysis—The board will discuss comment letters received to the 
February 1987 exposure draft;
Special Reports—The board will discuss changes required by the new standard audit report to SAS no. 
14, Special Reports and SAS no. 42, Reporting on Condensed Financial Statements and Selected Data; 
Thursday, April 21
Revised Bank Confirmation Form—The board will discuss the proposed new bank confirmation form 
and the related auditing interpretation that provides guidance on the use of this new form.
The next scheduled meeting of the board is on June 7-9 in New York City.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
Tiered Structure 
Rules for Fiscal 
Year Clarified
AICPA Urges Review 
of Tax Penalties
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Washington Briefs
Correction on 
Solvency Statement
AICPA Member Appointed Assistant IRS Commissioner — Teddy R. Kern CPA has 
been appointed Assistant IRS Commissioner of Inspection. In this position he will 
“help ensure and enhance IRS efficiency and integrity through activities conducted 
by the two inspection divisions, internal audit and internal security.” Until his new 
appointment, Kern served as director of the IRS Baltimore district.
SEC Issues SAB on Debt Allocation — SEC Staff Accounting Bulletin no. 77 
presents the staff’s views on the allocation of debt issue costs in a business 
combination accounted for as a purchase. It states that fees paid to an investment 
banker in such a situation must be allocated between direct costs of the acquisition 
and debt issue costs when the investment banker is also providing interim 
financing or underwriting services.
IRS to Amend Regulations for Shareholders of Passive Foreign Investment 
Companies — Under IRS Notice 88-31, amended temporary regulations will 
provide that the qualified electing fund (QEF) may be made by any shareholder of a 
passive foreign investment company (PFIC) that is a U.S. person, provided the 
election is ratified by the PFIC no later than December 15, 1988.
Employee Benefit Plan Accruals — In Notice 88-25, the IRS provides guidance on 
proposed regulations that require certain employee benefit plans to provide for 
benefit accruals without regard to age. In general, the proposed regulations will 
provide that no year of service may be disregarded because of the attainment of any 
age in determining benefits payable to employees from certain benefit plans. 
Booklet on Unrelated Business Tax of Exempt Organizations Available — The IRS 
has issued a revised version of Tax on Unrelated Business Income of Exempt 
Organizations (publication 598), which covers changes made by TRA ’86. Free 
copies are available from the IRS by calling 800/424-3676.
Guidance Issued on REMIC Election — In temporary regulations (TD 8186), 
published in the March 9 Federal Register, the IRS provides guidance on new rules 
relating to the election to be treated as a real estate mortgage investment conduit. It 
deals with TRA ’86 rules relating to the manner in which an entity elects status as a 
REMIC and the act’s information filing requirements of an electing entity.
The article in the February 29 Letter on Providing Assurance About Matters Related 
to Solvency should have stated, “.. .the attestation standards preclude CPAs from 
providing any form of assurance, through an examination, review or agreed upon 
procedures engagement that an entity
□  Is not insolvent at the time the debt is incurred or would not be rendered 
insolvent thereby;...”
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Highlights of 
Board of
Directors Meeting
More Answers to 
Fiscal Year 
Questions
A Semimonthly News Report Published by the AICPA
At its meeting on April 7-8, the AICPA board of directors:
□  Approved an advertising program in national media to create greater public 
awareness of the profession;
□  Met with the Public Oversight Board to discuss its work in what is expected to 
become an annual event;
□  Authorized discussion of a draft report of the strategic planning committee at the 
Spring meeting of Council;
□  Decided to recommend that Council designate the personal financial planning 
executive committee as a “senior technical committee.” This status will enable 
the committee to issue guidance to members on preferred practice in the area of 
personal financial planning;
□  Approved a dues increase proposal to be presented to Council at its May 
meeting;
□  Received the report of the special committee on upward mobility of women and 
authorized implementation of the recommendations;
□  Received a report from the Comptroller General of the U.S. Charles Bowsher on 
the work of the General Accounting Office and efforts in Washington to improve 
financial accounting and reporting in the federal government. The board adopted 
a resolution endorsing a program of implementation in that regard, and will 
recommend adoption of a similar resolution by Council; and
□  Heard from SEC Commissioner Edward H. Fleishman on current developments 
at the SEC as they relate to accounting issues.
IRS Notice 88-49, released on April 4, answers a number of questions on fiscal year 
retention.
One question was whether the IRS will impose penalties on those individual 
taxpayers who have an underpayment of tax at April 15 resulting from fiscal year 
election decisions by partnerships and S corporations in which they own an 
interest. Specifically, the notice states that penalties (but not interest) will be 
waived on the portion of such underpayment attributable to Section 444 (fiscal year 
retention). The portion of such penalty attributable to Section 444 is an amount 
equal to the difference between what the penalty would be assuming a Section 444 
election was made and what it would be if the election were not made. However, 
this waiver only applies through August 1 5 , 1988.
Other questions deal with the timing of required payment refunds, required 
payment calculations for members of tiered structures, fiscal year elections by 
entities that have liquidated, reactivation of S elections by those corporations that 
were denied business purpose fiscal years, fiscal year elections by new 
corporations that made S elections in 1986 and 1987, and the four-year spread on 
required payments for C to S conversions.
Members may obtain a copy of this notice by sending a stamped ($.65), self- 
addressed 9x12 envelope to Notice 88-49, AICPA Tax Division, 1455 Pennsylvania 
Avenue, NW, Washington, D.C. 20004-1007.
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Communicating with Clients About MAS Engagement Understandings (MAS 
Practice Administration Aid 5) — This aid is designed to assist practitioners in 
determining what information should be communicated to clients about MAS 
engagement understandings in a specific engagement. It describes a variety of 
common elements and illustrates them with a sample checklist and fifteen sample 
proposal letters for a variety of MAS engagements.
The product number is 005930 and the price is $11.00; $8.80 to members, from 
the AICPA order department.
The Accounting Profession in Japan (product no. 010074) is the latest in the series 
on professional accounting in foreign countries. It describes auditing standards and 
accounting principles in Japan and the forms of business organizations, taxes and 
requirements for stock exchange listings. Included is a comparison of standards 
and principles with those generally accepted in the U.S. Price is $20; $16 to 
members, from the order department.
Codification of Statements on Standards for Accounting and Review Services (nos. 
1-6). This includes the currently effective statements on standards for accounting 
and review services. Superseded portions of the original statements have been 
deleted and amendments have been included. Product no. is 057155, priced at 
$8.00; $6.40 to members, from the order department.
Disclosure Checklists for Credit Unions (product no. 008426) and Disclosure 
Checklists for Savings and Loan Associations (product no. 008407). These staff- 
prepared nonauthoritative practice aids consist primarily of brief questions and 
statements which are referenced to authoritative pronouncements. They should not 
be regarded as minimum requirements or as all-inclusive.
These checklists are available from the order department. Credit Unions is 
priced at $10; $8 to members, and Savings and Loan Associations is $16.00; $12.80 
to members.
The order department’s toll-free telephone numbers, for paid publications only, are 
800/334-6961 (USA); 800/248-0445 (NY). Shipping and handling charges are extra.
Audits of Providers of Health Care Services (exposure draft of a proposed audit and 
accounting guide)—This is a proposed revision of the Hospital Audit Guide (1972) 
and several statements of position. Also included in the draft, SOP 87-1, 
Accounting for Asserted and Unasserted Medical Malpractice of Health Care 
Providers and Related Issues. This proposal has been prepared to assist the 
independent auditor in examining and reporting on the financial statements of 
entities whose principal operations consist of providing health care to individuals. 
It includes illustrations of the form and content of financial statements for these 
entities and the auditor’s report.
Free copies can be obtained by writing the AICPA order department and 
requesting product no. G00288.
Paraguay to Host
Interamerican
Conference
The next Interamerican Accounting Conference (XVIII) is scheduled for Asuncion, 
Paraguay from September 26 to 2 9 , 1988. AICPA members may present papers on 
designated topics.
Information and registration forms can be obtained from Howard P. Keefe, 
chairman, Interamerican Accounting Association Committee, P.O. Box 273327, 
Boca Raton, Florida 33434.
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Recent AICPA 
Publications
AICPA Urges 
Improved Federal 
Financial 
Management and 
Offers Assistance
Division for 
CPA Firms 
to Hold Regional 
Conferences
IASC Approves Draft 
on Framework for 
Financial Statements
Following the endorsement by by the board of directors, AICPA Chairman of the 
Board A. Marvin Strait and President Philip B. Chenok have written to all Members 
of Congress to express their concern over the need to strengthen federal financial 
management and support of legislative and administrative efforts to provide 
complete, consistent, reliable, useful and timely information.
Steps should be taken to ensure implementation of
□  A uniform body of accounting and reporting standards for the federal 
government to be used by all departments and offices;
□  Appointment of a chief financial officer for the federal government who would 
implement a requirement for government-wide accounting and reporting and 
who would be responsible for the preparation of meaningful and useful financial 
reports and information for the federal government;
□  Appointment of a chief financial officer for each executive department and 
agency who would be responsible for the agency’s accounting and reporting, 
including the related systems;
□  A program of audit to provide annually to Congress, the President, and the 
American people an independent opinion on the financial position of the 
federal government and the results of its operations.
The AICPA has appointed a task force to suggest ways to implement these 
elements of sound financial management.
As part of its public information and member service program, the division for CPA 
firms is planning four regional conferences for people affiliated with its member 
firms.
The purpose of these one-day conferences is to take the broad perspective in 
looking at the challenges of change in the accounting, economic, regulatory and 
political environments. Speakers will vary from conference to conference, but they 
will include Members of Congress, regulatory officials and standard setters, 
professional leaders and senior AICPA staff members.
These conferences for members affiliated with PCPS and SEC practice firms 
will be held on June 16 (Washington, D.C.), June 17 (Dallas), June 23 (Chicago) and 
June 24 (San Francisco). Registration fee is $125. For further information, contact 
the AICPA meetings department at 212/575-6451.
The International Accounting Standards Committee has approved for exposure a 
draft of Framework for the Preparation and Presentation of Financial Statements.
The IASC framework statement is similar in purpose and design to the FASB’s 
conceptual framework for financial reporting as set forth in the FASB’s six 
statements of financial accounting concepts. The IASC’s draft framework statement, 
like the FASB’s concept statements, will not establish accounting standards. Its 
primary purpose is to assist the IASC in developing a consistent body of 
international accounting standards and in promoting harmonization of national 
standards. The topics discussed are:
□  The objectives of financial statements;
□  The qualitative characteristics that determine the usefulness of information in 
these statements;
□  The definition, recognition and measurement of the elements from which 
financial statements are constructed; and
□  The concepts of capital, capital maintenance and profit.
Copies of the exposure draft (product no. G00366) will be available after May 1 
upon written request to the AICPA order department. Comments are due by 
September 30 and should be directed to Paul Rosenfield at the AICPA.
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Seven Members 
Disciplined
The AICPA bylaws provide that membership in the Institute shall be terminated 
without a hearing should there be filed with the Secretary of the Institute a final 
judgment of conviction imposed upon any member for a crime punishable by 
imprisonment for more than one year or for willful failure to file any income tax 
return which he, as an individual taxpayer, is required by law to file.
□  On January 1 3 , 1988, the membership of Robert L. Steele of Dayton, Ohio, was 
suspended pending appeal of a judgment of conviction in a U.S. district court of 
conspiracy to defraud an agency of the United States, the IRS; filing a false U.S. 
income tax return; causing a document containing false information to be 
submitted to an agency of the United States, the IRS.
□  On January 1 3 , 1988, the membership of Troy G. Fulgham of Jackson,
Mississippi, was terminated following his conviction in the Circuit Court of the 
First Judicial District of Hinds County, Mississippi, on his plea of guilty to 
embezzlement.
□  On February 8, 1988, the membership of Thomas E. Huntzinger of Hanover, 
Pennsylvania, was terminated upon receipt of a Judgment and Probation/ 
Commitment in the U.S. District Court for the Eastern District of Pennsylvania 
on the member’s plea of guilty of willful failure to file a personal income tax 
return.
□  On February 1 7 , 1988, the membership of Rob Crowder of Siloam Springs, 
Arizona, was terminated following his conviction in a U.S. district court on his 
plea of guilty to 15 counts of mail fraud.
At a meeting of a hearing panel of Regional Trial Board X in Philadelphia, 
Pennsylvania, on December 17, 1987, K. Leon Brubaker of Philadelphia was found 
guilty of violating the Code of Professional Ethics of the AICPA. The violation 
involved failing to obtain sufficient relevant data and failing to comply with 
generally accepted auditing standards in the performance of a government audit.
Mr. Brubaker was admonished by the hearing panel and required to complete 
32 hours of CPE courses in accounting and auditing over a period of two years.
Mr. Brubaker, who was present at the hearing, did not request a review of the 
decision, which, therefore, became effective on January 16, 1988.
At a meeting of a hearing panel of Regional Trial Board I in San Francisco on 
January 2 0 , 1988, James H. Dale of Santa Clara, California, was found guilty of 
violating the General Standards Rule of Conduct of the AICPA’s and the California 
Society of CPAs’ Code of Professional Ethics in connection with the conduct of four 
audits and the accompanying financial statements. The panel voted that Mr. Dale be 
admonished.
Mr. Dale, who was present at the hearing with counsel, did not request a 
review of the decision, which, therefore, became effective on February 19, 1988.
At a meeting of a hearing panel of Regional Trial Board XI in New York City on 
November 3 0 , 1987, J. Sincoff of Spotswood, New Jersey, was found guilty of 
violating Rule of Conduct 501 of the American Institute of Certified Public 
Accountants and Rule 303 of the New York State Society of CPAs in that he failed 
to return his client’s records upon request.
The panel voted that Mr. Sincoff satisfactorily complete the AICPA course on 
Professional Ethics within one year and that his membership in the AICPA, the 
New York State Society of CPAs and the New Jersey Society of CPAs be suspended 
for one year. If Mr. Sincoff does not satisfactorily complete the course on 
Professional Ethics, he will be expelled from all three organizations without further 
proceedings.
Mr. Sincoff, who was present at the hearing, requested that the National Review 
Board review the decision. An ad hoc committee of the National Review Board met 
on March 1 1 , 1988, and voted that his request be denied. The decision of the 
Regional Trial Board hearing panel, which was stayed pending the outcome of the 
request for review, therefore became effective on March 1 1 , 1988.
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Special Supplement CPA Letter April 15 , 1988
THE QUALITY REVIEW PROGRAM FOR AICPA MEMBERS
In January 1988, the members of the AICPA approved the plan to restructure professional standards. A key element of 
the plan is a requirement that members in public practice be associated with firms enrolled in an approved quality 
review program.
Although initial reviews under the program will be phased in over a five-year period beginning in 1989, there is a 
need now to ask members to assist the AICPA and state societies in gathering information and establishing the 
program.
All sole practitioners and managing partners of firms included in AICPA records— except members already enrolled 
based on membership in the division for CPA firms— have been mailed a “quality review program enrollment form” 
and certain background information on the program in the form of frequently asked questions and answers. They are 
reproduced in this Special Supplement. Answers to additional questions will be published in upcoming editions of 
The CPA Letter.
The new  requirements affect all members in public practice, including members in industry, government or 
education who are part-time practitioners. This includes members who perform any audits, reviews, or compilations, 
whether or not for a fee. Members who fall in that category and have not received an enrollment form should complete 
the form on the reverse side of this Special Supplement and mail it to the AICPA at P.O. Box 1007, New York, NY 
10108-1077.
BACKGROUND INFORMATION ON THE QUALITY REVIEW PROGRAM 
What Does Enrollment in the Program Mean?
Enrollment basically means that the firm agrees to adhere to the quality control standards that have been established 
by the AICPA and to have a quality review of its auditing and accounting practice every three years. (See Volume 2 of 
AICPA Professional Standards for the Institute’s quality control standards and for guidance on establishing quality 
control policies and procedures.) As indicated below, initial reviews under the program will be phased in over a five- 
year period beginning in 1989.
What Is the Nature of a Quality Review?
The profession-wide program to assure quality performance is positive and remedial in nature, not disciplinary or 
punitive. It will focus on the auditing and accounting practice of the firm. Reviews will be tailored to the type of firm 
and the nature of its practice. Firms that perform audits will have on-site reviews. Firms that do compilations or 
reviews but no audits will only be asked to submit reports for off-site review. Firms that have no auditing or accounting 
practice will not be reviewed.
Will There Be a Public File?
There will be no public file. However, the AICPA will disclose on request the following information:
□  The firm’s current status with respect to the program.
□  The firm’s name and address.
□  The date of, and the period covered by, the firm’s last review and the fact that the report on the review may be 
requested from the firm.
When Will My Firm Be Reviewed?
The initial reviews under the program will be phased in based on the size of a firm and the nature of its practice in 
accordance with the following schedule:
1989 1990
Sole practitioners 
Without audits 
With audits 
Two to ten professionals 
Without audits
With audits X
Over ten professionals 
Without audits X
With audits X X
For this purpose, a “professional” is defined as a CPA or an individual expected to seek that status.
Firms that enroll in the program will be advised by September 1988 as to the timing of their initial review.
Who Will Carry out the Program?
Reviews will be carried out by peers who practice in firms comparable to yours in size and nature of practice. The 
AICPA is encouraging state CPA societies to administer the program. In any case, firms will be able to decide whether 
to select a qualified firm to perform their review or to use a team assembled for that purpose.
When Will Details About the Program Be Available?
Standards and guidelines for conducting a review, hourly billing rates for reviewers and other cost information, and 
training programs for both reviewed firms and reviewers will be available later this year, well before you are asked to 
schedule your initial review.
1991 1992 1993
X X
X X
X X
X X
Can I Change My Mind About Enrollment Later?
Yes. Filling in the enrollment form now does not eliminate your options. For example, at a later date your firm could 
elect to have its review conducted under the auspices of the Division for CPA Firms or by an association of CPA firms.
SUBSTITUTE QUALITY REVIEW PROGRAM ENROLLMENT FORM
TYPE OR PRINT NAME AND ADDRESS OF FIRM (INCLUDING SOLE PRACTITIONERS):
INFORMATION TO BE PROVIDED:
1. Telephone number of main office:
( □ □ □ )  □ □ □  □ □ □ □  ext. □ □ □ □
2. Month in which firm’s fiscal year ends: □ □
3. Total number of partners, proprietors or shareholders: □ □
4. Total number of professionals, including partners, proprietors and shareholders (for this purpose, 
professionals are all CPAs and other individuals expected to seek that status):
□  One □  2 to 10 □  Over 10
5. Total number of audits expected to be performed during calendar year 1988:
□  None □  1 to 5 □  6 to 9 □  10 or more
6. Does the firm perform reviews or compilations of financial statements or perform attest 
engagements involving, for example, forecasts or projections:
□  Yes □No
Name of managing partner (please print):
□□□□□□□□□□□□□□□□□□□□□
First Name Middle Initial Last Name
Signature of managing partner:_____________________________________ _____  Date:.
PLEASE RETURN FORM TO:
American Institute of CPAs
P.O. Box 1007
New York, NY 10108-1007
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The four top scorers on the November 1987, Uniform CPA Examination will receive 
Elijah Watt Sells Medals for their overall achievement on the four sections of the 
examination. Also, 113 certificates for Performance with High Distinction will be 
awarded. The medalists are:
□  Sells Gold Medal (highest overall score)— Susan Francis of Great Falls, Montana. 
After correspondence studies at the University of Nebraska — Lincoln, Ms. 
Francis received a B.S. degree in Busines Administration from Rocky Mountain 
College.
□  Sells Silver Medal (second highest overall score)—William Paul Cariato of 
Lincolnwood, Illinois. Mr. Cariato will recive a B.S. degree in Commerce, with 
highest honors, from DePaul University this June. He is currently working in the 
tax department of Arthur Young and Company in Chicago.
□  Sells Bronze Medal (third highest overall score; tie)—Dennis Delony of Los 
Angeles, California. Mr. Delony has a B.S. degree from Louisiana State 
University and is an Out-of-State Revenue Agent for the Louisiana Department of 
Revenue and Taxation.
• Sheldon King of Whitestone, New York. Mr. King holds a B.B.A. degree in 
Accounting from Hofstra University and a M.B.A. degree in Finance and 
Taxation from the University of Michigan—Ann Arbor. He is a tax accountant 
in the New York City office of Ernst and Whinney.
The medalists will receive their awards during the AICPA annual meeting in 
Los Angeles this October.
About 72,000 candidates completed some 258,000 papers on this examination.
The AICPA and the Fuqua School of Business Administration, Duke University, 
have developed a program to improve the managerial performance of a select group 
of managing partners of CPA firms.
This two-week, split-session program includes personal leadership style, 
human resource management, effective decision making, risk management, 
strategic management and marketing professional services, among other topics.
Contact Dr. Jean Hauser, assistant dean for executive education, (919/684-5310) 
about the program and selection of participants, based on the applicant’s current 
and expected level of responsibility and potential contribution to the program.
The program dates are August 21-26 and October 31-November 4. Total fee, 
including room and board, is $5,000, and recommended CPE credit is 80 hours.
NOTICE OF AICPA PUBLIC MEETING
Accounting Standards
An open meeting of the accounting standards executive committee will be held on May 3-5 in the 
AICPA boardroom, New York, starting at 8:30 a.m. The agenda follows:
Tuesday, May 3
□  Accounting for Income from Real Estate Syndication (initial discussion of an issues paper);
□  Income Recognition on Loans to Debtors in Financially Troubled Countries (initial discussion of a 
practice bulletin);
□  GASB Exposure Draft, Measurement Focus and Basis of Accounting—Government Funds (consider 
comment letter);
Wednesday, May 4
□  Statement of Position, Accounting for Prepaid Health Care Plans (consider for issuance);
□  Statement of Position, Continuing Care Contracts (consider for issuance);
Thursday, May 5
□  Potential FASB Projects; and
□  Business Roundtable—FASB Relations (discussion).
The next scheduled meeting of the committee is June 14-16 in New York City.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
Sells Award Medalists 
Announced for 
November 1987
Dates Set for 
Managing Partner 
Leadership Institute
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Washington Briefs Federal Auditor Positions Open—The Federal Home Loan Bank Board seeks 
several auditors in its Office of Inspector General. These positions range from 
$18,726 to $51,354 depending on qualifications. Call 202/377-7223 for information.
The Office of Regulatory Audit in the U.S. Customs Service has several auditor 
positions available involving external audits of importers and investigations of 
Tariff and Trade law violations. Salaries range from $27,717 to $39,501. Contact 
Harlan Hively at 202/566-2812.
DOT to Go to GAAP—In a proposal (Notice 88-5) published in the March 24 
Federal Register, the Department of Transportation plans to revise its accounting 
provisions in accordance with generally accepted accounting principles. The DOT 
said the proposal would “relieve an air carrier from the burden of maintaining its 
accounting system so as to differentiate between two sets of principles—generally 
accepted and regulatory.” Comments are due by May 25.
Automatic Extensions for Partnership and Trust Filings—“In order to formalize 
current administrative practice” which has been to routinely approve requests for 
extension of time to file an income tax return by partnerships and trusts, the IRS 
has issued temporary and proposed regulations (April 5 Federal Register). An 
automatic three-month extension will be granted for taxable years beginning after 
December 31, 1986, and before January 1 , 1988, by completing Form 2758, and 
inserting the words “Automatic Extension Under Section 1.6081-2T” on line four. 
For years beginning after December 31, 1987, Form 8736 must be used. In the case 
of trusts, payment of the full amount of the estimated unpaid tax liability must be 
included. Comments are due by June 6.
PBGC Drops Interest Rate—As of April 1, the Pension Benefit Guaranty 
Corporation set an interest rate of ten percent for late premium payments and for 
employer underpayments and overpayments. This is a decrease of 0.25 percent 
from the previous quarter.
Alternatives to W-4 Form—In Notice 88-42, the IRS says that taxpayers are not 
required to use the Form W-4 calculation of the proper number of withholding 
allowances if they can use a more accurate method. The 1988 simplified version of 
the form did not take into account certain tax credits. These included child care, 
certain home mortgages, foreign tax, earned income and general business credits.
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Draft Technical 
Bulletins
The CPA Letter
A Semimonthly News Report Published by the AICPA
The New York Court of Appeals, the State’s highest court, recently affirmed the 
dismissal of a negligence claim against an accounting firm, based on its review 
reports. In William Iselin and Co. Inc. v. Mann Judd Landau, the Court upheld a 
summary judgment by the Appelate Division and concluded “no material evidence 
of fact has been presented requiring a trial.” The decision appears to settle the 
question of whether the conditions established in Credit Alliance Corp. v. Arthur 
Andersen & Co. for credit-based third-party negligence suits applied also to review 
engagements. These conditions are:
□  The accountants must have been aware the financial reports were to be used for a 
particular purpose;
□  The accountants must have known that a particular third party was going to rely 
on the reports;
□  Some action by the accountants must link them with the third party and 
demonstrate the accountants knew of this reliance on the reports.
The Court rejected the argument that a single act of mailing a review report to 
the plaintiff, at the client’s request, constitutes the linkage established in Credit 
Alliance. The AICPA had filed an amicus curiae brief in the case.
The Financial Accounting Standards Board has released for public comment two 
proposed technical bulletins; one dealing with the definition of a “right of setoff” 
(no. 88-a), the other with eight issues relating to accounting for leases (no. 88-b).
The definition of a “right of setoff” as used in paragraph 7 of APB Opinion 
no.10, Omnibus Opinion-1966, exists when each of two parties owes the other 
determinable amounts; allows each party to offset the amount owed by the other 
against the amount owed to the other; is enforceable by law; and will be recognized 
and protected in the event of the bankruptcy of either of the debtors.
The other proposed bulletin deals with apparent diversities in practice over 
interpretation of existing accounting guidance in certain areas of lease accounting.
It discusses the time pattern of the physical use of property in an operating lease 
and lease incentives; lessee’s use of the maximum implicit interest rate; sales of 
assets subject to operating leases and “nondiscriminatory remarketing agreements”; 
applicability of leveraged lease accounting to existing assets of the lessor; delayed 
equity contributions in leveraged leases using recourse debt; “money over money” 
lease transactions; and “wrap lease” transactions.
Comments on these staff-produced proposals are due at the FASB by July 12. 
Single free copies are available until that date from the FASB Order Department, 
High Ridge Park, P.O. Box 3821, Stamford, Connecticut 06905-0821.
Also, in the area of accounting for stock compensation, the board has directed 
the staff to prepare recommendations for the board’s consideration, on the next 
steps in the project. They will focus on the distinction between liabilities and 
equity, and its significance in accounting for stock compensation, based on 
previous board discussions.
The board has also tentatively concluded that receivables from unconditional 
pledges for contributions should be recognized in financial statements and that 
receivables from conditional pledges should not be recognized until the pledge 
becomes unconditional.
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A proposed Statement of Position, Definition of Substantially the Same for Holders 
of Debt Instruments, has been released for exposure with comments due by July 29. 
The proposal provides guidance for determining whether two debt instruments 
have the characteristics termed “substantially the same” in the Bank Audit Guide. 
For debt instruments to be “substantially the same,” all the following criteria must 
be met:
□  They must have the same primary obligor, except those guaranteed by a 
sovereign government, central bank, or agency thereof, in which case the 
guarantor must be the same;
□  They must be identical in form and type, and bear the identical contractual 
interest rate;
□  They must have the same maturity, except in the case of mortgage-backed pass­
through securities for which the mortgages collateralizing the securities must be 
similar with respect to maturities, resulting in approximately the same market 
yield;
□  Mortgage-backed pass-through securities must be collateralized by a similar pool 
of mortgages;
□  The debt instruments must have the same aggregate unpaid principal amounts, 
except for mortgage-backed pass-through securities, the aggregate principal 
amounts of the mortgage-backed securities given up and the mortgage-backed 
securities reacquired must be within the “good delivery” standard for the type of 
mortgage-backed security involved.
Copies of the exposure draft (product no. G00268) are available, upon written 
request, from the AICPA order department.
As announced in the January 15 Letter, AICPA Board Chairman A. Marvin Strait 
has appointed a special committee to consider the need for changes in the 
governance and structure of the AICPA and the profession, to respond to present 
and future needs and expectations of the Institute’s members and the public. The 
committee is chaired by former AICPA Board Chairman Rholan E. Larson. Its 
studies will concentrate on the control and direction of the policy-making and 
other decision-making processes of the AICPA. It will also examine the components 
of the Institute that are in place to carry out its governance and to fulfill its mission 
and objectives.
The committee is gathering information from various sources about ways in 
which the Institute’s governance and structure might be improved. For example, 
one committee task force is studying the working relationship between the AICPA 
and the state societies. Other task forces are considering the needs of various 
segments of the Institute’s membership (e.g., those in public practice, industry, 
government and education) and are contacting AICPA committees and divisions 
representing such groups to solicit their views.
Henry R. Jaenicke, C.D. Clarkson Professor of Accounting at Drexel University, 
Philadelphia, has been appointed project director for the committee. Jaenicke has 
served as a consultant to international accounting firms, professional organizations 
and industry. Author of numerous articles and books, he received the American 
Accounting Association/Deloitte Haskins & Sells Wildman Medal Award for 
significant contributions to the advancement of the public practice of accounting 
for his FASB research study, Survey of Current Practices in Recognizing Revenues, 
Expenses, Gains and Losses. Comments and suggestions on the Institute’s 
governance and structure should be sent to Mr. Jaenicke at the AICPA.
The CPA Letter (ISSN 0094-792x), April 30 , 1988. Published semimonthly, except July and August when monthly. Publication and editorial office: 
1211 Avenue of the Americas, New York, N.Y 10036—8775. Second-class postage paid at New York, N.Y and at additional mailing offices. 
Copyright © 1988 American Institute of Certified Public Accountants, Inc. Postmaster: Send address changes to Circulation Department, 1211 
Avenue of the Americas, New York, N.Y 10036—8775.
William J. Corbett Roderic A. Parnell 
Vice-President—Communications Executive Editor
Proposed SOP 
Defining 
Substantially 
the Same Issued
AICPA Governance 
Committee Seeks 
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FASB Sale and 
Leaseback Standard 
Expected Soon
N.J. Mandates CPE
AICPA Public 
Relations 
Conference Set
Corrections
The FASB is expected to issue within a few weeks a final statement on standards 
for sale and leaseback transactions involving real estate.
Generally, the new statement will retain the provisions of the exposure draft 
issued last fall. The exposure draft provided that, for a seller-lessee to account for a 
transaction involving real estate, or real estate with equipment, as a sale and 
leaseback, the transaction must:
□  Qualify as a sale under the provisions of Statement no. 66, Accounting for the 
Sale of Real Estate; and
□  Not include any form of continuing involvement of the seller other than the 
leaseback in which the seller-lessee intends to occupy the property from the 
inception of the lease.
Also, Statement no. 13, Accounting for Leases, will be amended, for all leasing 
transactions, to:
□  Require that the lease term, as defined in paragraph 5(f) of the Statement, 
include all renewal periods during which there will be a loan outstanding from 
the lessee to the lessor;
□  Define the term “penalty” as used in those provisions and thereby cause some 
lease terms to be longer;
□  Require a sales-type lease involving real estate to have ownership of the property 
transferred to the lessee by the end of the lease term;
□  Require profit on a sales-type lease involving real estate to be recognized under 
the provisions of Statement no. 66, Accounting for Sales of Real Estate.
New Jersey became the 47th state and the 49th jurisdiction to require continuing 
professional education under recently enacted legislation. The new law requires 
holders of CPA, Registered Public Accountant (RPA) and Registered Municipal 
Accountant (RMA) certificates to complete 48 hours of CPE, as approved by the 
state board of accountancy, during each biennial registration period. At least 16 
hours are to be in the areas of auditing, compilation or review. Compliance with the 
new rules is required for registration periods beginning more than one year but less 
than two years after January 13, 1988.
The remaining jurisdictions that do not have CPE requirements are Guam, the 
Virgin Islands, Virginia, West Virginia and Wisconsin.
The 1988 AICPA Public Relations Conference will be held at the Stouffer 
Harborplace Hotel in Baltimore on July 13-15. Focusing on “Building Credibility,” 
the program consists of a variety of general sessions, concurrent workshops and 
small-group idea exchanges designed to help members improve their public 
relations skills and to enhance the image of CPAs.
Featured speakers include Congressman Joseph DioGuardi, CPA; AICPA Vice 
Chairman of the Board Robert May; Bill Monroe, former moderator of Meet the 
Press; and Betsy Ashton, consumer reporter and author, who will participate in a 
panel on the expectations of the financial press.
The registration fee is $250. For further information or a copy of a descriptive 
brochure, contact the AICPA meetings department (212/575-6451).
The April 15 issue of the Letter had several glitches: The XVIII Interamerican 
Accounting Conference, to be held in Asuncion, Paraguay, is scheduled for 
September 26-29, 1989, not 1988, as reported.
The product number of a publication was misstated, as well as the price of 
another. The correct product number for Communicating with Clients About MAS 
Engagement Understandings (MAS Practice Aid no. 5) is 055930, and the price for 
Checklists for Savings and Loan Associations is $10; $8 for members.
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Washington Briefs Comment Period on Passive Activity Proposals Extended—The IRS has extended 
until May 31 (from April 25) the comment period on proposed and temporary 
regulations (TD 8175) relating to new limitations on passive activity losses and 
credits. These are the first of three sets of regulations implementing TRA ’86. The 
second set, expected in May, will be limited to defining “activity.”
Davison Named SEC Deputy Chief Accountant—AICPA member Glen L. Davison 
has been appointed deputy chief accountant of the SEC, succeeding Edmund 
Coulson, who was named chief accountant several months ago. He will share with 
Mr. Coulson the role of principal adviser to the Commission on accounting and 
auditing matters. Until his appointment, Mr. Davison served as a professional 
accounting fellow in the Office of the Chief Accountant since July 1987. He was 
formerly with Peat Marwick Main and Co.
In a related action, Thomas E Bluey, also an AICPA member, has been named 
chief accountant in the SEC’s Office of Corporate Practice in the Division of 
Enforcement. Mr. Bluey was a partner with Deloitte Haskins & Sells until his 
appointment.
Benefits to Continue for Older Employees—Under a proposed rule issued by the 
IRS (see April 11 Federal Register), employees who work beyond normal retirement 
age would continue to receive accruals and contributions in defined benefit plans 
for plan years beginning after December 3 1 , 1987. Interim guidance on this subject 
was issued by the IRS in Notice 88-25. Comments are due by June 10.
Three New Accounting/Auditing Openings at the Department of Labor—The
Department of Labor’s newly created Office of the Chief Accountant in the Pension 
and Welfare Benefits Administration has three senior openings. They are Chief 
Accountant (up to $71,300); Chief, Division of Accounting Services and Chief, 
Division of Federal Employee Retirement System Act (FERSA) Compliance.
Salaries for both these positions range up to $60,000. For further information, call 
Brian McDonnell at the Labor Department, 202/523-6471.
Mortgage Interest Receipts—The IRS has issued final regulations (TD 8191) on 
reporting more than $600 in mortgage interest received in a trade or business from 
individuals that prohibit reporting of points and other prepaid interest in the year 
of prepayment.
The final regulations, which apply to mortgage interest received in tax years 
after December 3 1 , 1987, also bar reporting of prepaid interest in the form of points 
in any year and require reporting of prepaid interest, besides points, in the “proper 
year of accrual.”
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At a meeting in late April, the FASB reached a tentative conclusion on the 
allocation of health care costs over current and future periods. When there is no 
formula for defining benefits in terms of individual years of service, the expected 
benefit obligation for postretirement health care benefits should be allocated ratably 
to service to the date of first eligibility for benefit coverage.
The board also tentatively concluded that gains and losses of plans that 
provide postretirement benefits, other than pensions, should be accounted for in a 
manner similar to the provisions of FASB Statement no. 87, Employers’ Accounting 
for Pensions, provided that the approach is consistently followed. If, however, an 
employer elects immediate recognition, gains must first offset any unrecognized 
transition obligation, and losses must first offset any unrecognized transition asset.
On May 4, the board continued its discussion of previous tentative conclusions 
regarding plan initiation and amendment, measurement of the obligation (asset), 
and measurement of a minimum accrued liability, if one is to be prescribed. The 
issues were not resolved.
The board also tentatively decided that the 60-day comment period was 
appropriate for the exposure draft on discontinuance of Statement no. 71, 
Accounting for the Effects of Certain Types of Regulation, and that the Statement 
should be applied prospectively for years ending after December 31, 1988. No 
further board meetings are scheduled on this project, and the board will soon vote 
on issuance of an exposure draft by written ballot.
The Auditing Standards Board has issued an exposure draft of a proposed 
statement on auditing standards, Compliance Auditing: The Auditor’s 
Responsibility for Testing Compliance with Laws, Regulations and Contractual 
Terms Governing Financial Assistance Certain Entities Receive from  Government.
This proposed SAS gives guidance on applying the requirements of SAS 
no. 54, Illegal Acts by Clients, to audits of entities that receive financial assistance 
from government. It discusses the relationship between these requirements and the 
requirements of the Standards for Audit of Governmental Organizations, Programs, 
Activities, and Functions, issued by the U.S. General Accounting Office. It also 
provides guidance on testing compliance with laws and regulations applicable to 
federal financial assistance programs in audits performed in accordance with the 
Single Audit Act of 1984. Comments are due by August 15. Copies of the draft 
(product no. G00474) can be obtained by writing to the AICPA order department.
Cash flow reporting — for both proprietary and governmental fund types — has 
been added to the agenda of the Governmental Accounting Standards Board. This 
is in response to the continuing questions on the applicability of FASB Statement 
no. 95, Statement of Cash Flows, to governments, as well as various comments 
regarding the necessity for cash flow information about governmental funds. These 
comments were made in connection with the board’s exposure draft, Measurement 
Focus and Basis of Accounting — Governmental Funds.
The board will start by considering the appropriateness of the three cash flow 
categories established by the Statement. These issues will be discussed at the 
board’s June meeting, and the board hopes to issue an exposure draft in September.
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Following the recommendations of the accounting accreditation committee (on 
which the AICPA is represented), the Accreditation Council of the American 
Assembly of Collegiate Schools of Business has accredited an additional 11 
programs at 7 universities, bringing the total to 127 programs at 72 schools since 
1982, when accreditation was initiated.
Three types of accounting programs are accredited: (A) Bachelor’s programs in 
accounting; (B) MBA programs with accounting emphasis; and (C) Master’s in 
accounting, including 150 semester-hour accounting programs. The newly 
accredited schools are the University of Akron (A,B); University of Alaska-Fairbanks (A); 
Kansas State University (A,C); University of Kentucky (A,C); University of 
Richmond (A); Utah State University (A,C); and University of Washington (C), 
whose A program was accredited in 1983.
MORE QUESTIONS ON THE QUALITY REVIEW PROGRAM
Sole practitioners — including part-time practitioners — and managing partners of firms who have not 
completed and returned a quality review program enrollment form (see April 15 Letter) have been mailed 
a second request and are urged to respond.
Here are more questions and answers about the new quality review program.
My State Board Has a Positive Enforcement Program. If I Join the Institute’s Quality Review Program, 
Will My Firm Always Have Two Reviews — One by the Board, the Other by the Institute?
Marvin Strait, chairman of the board or directors, responds in this way: “The profession does not control 
state boards, but we are working very hard with the National Association of State Boards of Accountancy 
(NASBA) to secure agreement on a set of standards that will allow state boards to accept the profession’s 
program as meeting their requirements. We are encouraged by the progress that has been made to date.”
My Firm Is a Member of the Division for CPA Firms. Do We Need to Enroll?
No. Firms that are members of the Division for CPA Firms are already participating in an approved 
program.
What Kind of Training Materials Will Be Available and When?
The Institute is developing various materials for firms, reviewers and state societies. A course in 
establishing a quality control system to get ready for review should be available by early fall in both self- 
study and group-study formats. A manual for state society administrative personnel will be ready in late 
fall. Training for reviewers is planned for winter/spring 1989, before any reviews take place. However, it is 
also important to note that only a sampling of firms with ten or more professionals, that have audit clients, 
will be reviewed in 1989. The bulk of the remainder of the reviews will take place over the four-year 
period beginning in 1990.
Training Is Great, but What If the Firm Still Doesn’t Pass?
First, if you are concerned about passing, consider arranging for a confidential consulting review on a 
trial-run basis. These reviews are available now at a low cost from the private companies practice section 
of the Division for CPA Firms and can help you to evaluate any weak spots in your practice. This should 
help shore up your firm’s quality.
Second, if significant problems are found in your auditing and accounting practice, the reviewers 
will suggest what needs to be done to fix the problems. You will be expected to take appropriate action, 
which should be in your own self-interest. The thrust of the program is positive and remedial, not 
disciplinary or punitive.
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Seven Universities 
Get Accounting 
Accreditation
Fiscal Year Update Pending Fiscal Year Retention Regulations — At presstime, the Section 444
regulations dealing with the retention of fiscal years have not been published. The 
fiscal year election form must be filed within 60 days of publication of these 
regulations. Tax division members will be automatically mailed regulation 
information shortly after issuance. Since publication appears to be imminent, other 
AICPA members should now send a stamped ($1.25), self-addressed 9x12 envelope 
to Regulation Information, AICPA Tax Division, 1455 Pennsylvania Avenue, N.W., 
Suite 400, Washington, D.C. 20004, if they wish a copy of the regulation 
information, when published.
Fiscal Year Provisions Face Technical Corrections — The Technical Corrections Act 
of 1988, introduced on March 31, includes changes to the fiscal year retention 
provision contained in the Revenue Act of 1987. One proposed correction affects 
C corporations that elected S status after September 18, 1986, and before January 1,
1988. For these entities, the required payment spread period will be reduced from 
four years to two: 25 percent in year one, increasing to 100 percent in year two.
This modifies earlier guidance issued by the AICPA. Members with clients that 
may be affected by this proposal are urged to follow developments in this 
legislation.
Ethics Ruling on 
Independence to 
Be Published
Ethics Ruling no. 70 on “Member’s Depository Relationship with Client Financial 
Institution,” will appear in the June issue of the Journal of Accountancy.
The ruling, under Rule of Conduct 101 — Independence, holds that a member’s 
or firm’s independence with respect to a financial institution is not impaired if 
checking, savings or money market accounts, or certificates of deposit held were 
fully insured by the appropriate government deposit insurance agencies, or if 
uninsured amounts are not material to the member or the member’s firm.
Kanaga Heads U.S. 
Chamber of 
Commerce
William S. Kanaga, a former AICPA board chairman, has been named chairman of 
the board of directors of the U.S. Chamber of Commerce for its 1988-89 year. The 
Chamber has about 180,000 member organizations throughout the United States 
and is affiliated with some 59 autonomous American Chambers of Commerce 
abroad.
Mr. Kanaga is chairman of the Advisory Board of Arthur Young & Co., and he 
was also chairman of the AICPA’s centennial celebration last year.
Directory to List 
Volunteer 
Accounting 
Programs
Accountants for the Public Interest (API) is compiling a national directory of 
volunteer accounting programs, under which assistance is provided to not-for-profit 
organizations, small businesses and individuals in need of accounting services but 
unable to purchase them.
API is currently surveying various organizations and groups in an effort to get 
listings for every state and major city. For more information, or to list an 
organization, contact API at 202/659-3797.
NOTICE OF AICPA PUBLIC MEETING
Professional Ethics
An open meeting of the professional ethics executive committee will be held in New York City at the 
AICPA offices on June 17, starting at 9:30 a.m.
The committee will consider a draft for exposure relating to independence and nonfinancial 
attest engagements, under Rule 101.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs SEC Testifies on Treadway Proposals — On May 2, in testimony before the House
Subcommittee on Oversight and Investigations, chaired by John Dingell (D-Mich), 
SEC Chairman David Ruder stated that the Commission endorses most of the 
recommendations in the Treadway Report on fraudulent financial reporting. In 
response to questions about the SEC’s reservations concerning the recommended 
mandatory appointment of audit committees consisting of outside directors, 
Chairman Ruder indicated that the SEC could address small business concerns by 
exempting them from such rules. He also said, speaking personally, that he would 
favor “sound legislation” requiring accountants to report directly to the SEC in 
connection with termination of an audit relationship.
Rules Issued on Alternative Minimum Tax for Foreign Firms — In TD 8197, the 
IRS has issued temporary regulations to provide guidance to foreign corporations 
on the corporate alternative minimum tax book adjustment of foreign companies 
that operate a trade or business in the U.S.
Finance Issues to Be Explored — The IRS chief counsel has formed a team to 
examine interest-rate swaps, caps, collars and floors, and other new financial 
products. Announcement 88-77 refers to these items as “notional principal 
contracts” and invites comments addressed to: IRS Financial Products Group, Room 
3042, 1111 Constitution Avenue, N.W., Washington, D.C. 20224.
SBA Advisory Council on Computer Security Report Issued — The Small Business 
Computer Security and Education Advisory Council has submitted its final report 
to the SBA Administrator. It has been concerned with the nature and scope of 
computer crimes committed against small business and the effectiveness of state 
and federal laws and management techniques available for controlling them.
Copies of the report are available by calling Shirley Twillman in the AICPA’s 
Washington office at 202/737-6600.
Guidance on ESOP Diversification Rules Issued — The IRS has stated in Advance 
Notice 88-56 that its provisions may be relied upon by taxpayers to design and 
administer plans and to determine the tax treatment of plan distributions until 
further guidance is published. If future guidance is more restrictive, it will not be 
applied retroactively, the IRS said. This notice was published in IR Bulletin 
1988-19, dated May 9.
SEC Amends Form 8-K — The SEC has amended Form 8-K to clarify circumstances 
in which companies are deemed to have had disagreements with former auditors, 
by requiring more complete disclosures of the circumstances and disclosure of 
certain issues discussed with the newly engaged auditor.
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At the May 19-21 meeting of the AICPA Council, Chairman of the Board A. Marvin 
Strait reported that the board had received a report from the Institute’s legal counsel 
concerning recent discussions with the FTC staff regarding its investigation of 
certain rules of conduct. The principal focus of that investigation has been the rules 
concerning commissions and contingent fees. Following legal counsel’s report, the 
board of directors authorized the continuance of the discussions with the FTC to 
the end of reaching a specific basis for resolution of the investigation, which could 
be presented to the board and Council for consideration. He reported that the board 
had authorized a study to obtain information necessary for the board and Council 
to make an informed decision on any proposals coming out of those discussions.
Mr. Strait had informed Council previously that it should be prepared to meet in 
special session to deal with any such proposals. Council adopted a resolution 
endorsing the board’s handling of this issue.
Later in the meeting, a motion was made that Council empower the board of 
directors to accept or reject any proposal resulting from the discussions. After 
extended discussion of the motion to grant the board authority to act on behalf of 
Council, the motion was tabled.
Council took the following actions in other areas:
□  Approved an increase in the dues structure which will produce 10 percent 
additional revenue from that source. The increase is expected to put the budget 
on an approximately break-even basis. More frequent increases of that magnitude 
will be considered in the future to forestall the 30-40 percent adjustments every 
six-seven years, which has been the historical pattern.
□  Designated the personal financial planning executive committee as a senior 
technical committee.
□  Revoked an existing resolution under Section 2.6 which permits admission of 
new international associates.
□  Resolved that Congress and the Administration take further steps to improve 
federal financial management. They include adoption of a uniform body of 
accounting and reporting standards to be used by all federal departments and 
offices; appointment of a chief financial officer for the federal government and 
for each executive department and agency, preparation of meaningful and useful 
financial statements, operating reports, and information for the federal 
government; and adoption of a program of audit to provide annually to the 
Congress, the President, and the American people, an independent opinion on 
the financial position of the federal government and results of its operations.
□  Elected members of the new Joint Trial Board, as provided under the bylaws 
adopted on January 12, 1988.
□  Presented the Outstanding Educator Award to Harold Q. Langenderfer, professor 
of accounting, University of North Carolina -  Chapel Hill.
□  Received a report on the national professional advertising campaign, which will 
highlight the achievements of the AICPA in the context of broad issues of 
importance to the entire business community. (See page 3)
Meeting the Challenges of Change is the theme of four one-day regional confer­
ences open to professionals associated with firms belonging to the AICPA’s division 
for CPA firms. Speakers at each presentation represent Congress, regulatory 
agencies, standard-setting bodies, the profession and the Institute’s leadership. Sites 
are Washington, D.C. (June 16); Dallas (June 17); Chicago (June 23); and San 
Francisco (June 24). Registration is still open for all sites. Fee is $125 and 
recommended CPE credit is five hours for each conference. Call the AICPA 
meetings department at 212/575-6451 for information.
The second presentation of the National Accounting and Auditing Advanced 
Technical Symposium (senior management only) will be held in Las Vegas on July
11-12 and is cosponsored by the Nevada CPA Foundation. Some two dozen 
workshops will cover such areas as accounting for income taxes and the effects 
of recent tax law changes on financial statements, quality review, analytical 
techniques and new computer tools. Price is $495 and cutoff date for registration 
is June 20. For information, call 800/AICPANY (in NY, 212/575-5696).
The 1988 National Computer Training Program (basic and advanced) is again being 
cosponsored by Virginia Polytechnic Institute and State University and will be 
held on its campus in Blacksburg on July 18-22. The basic course includes an 
introduction to DOS and intensive training on Lotus 1-2-3. The advanced course 
includes an in-depth examination of the advanced features of your current software. 
Program registration fee is $995. This course is limited to 120 participants. Contact 
Philip Neagle at the AICPA (212/575-5581) for further information.
The Eleventh Annual Estate Planning Conference will be held on July 27-29 at the 
Boston Marriott Hotel in Cambridge, cosponsored by the Massachusetts Society of 
CPAs. Twenty-six hours of CPE credit are recommended. The conference is de­
signed to update practicing CPAs on the changes stemming from TRA ’86 and the 
Revenue Act of 1987. Registration fee is $650. For further information, call Mr. 
Naegle at 212/575-5581.
The Federal Deposit Insurance Corporation (FDIC) has issued a proposed Statement of 
Policy supporting independent CPA audits of a bank’s financial statements. The FDIC 
believes that a strong internal audit combined with an annual indpendent audit 
substantially reduces the risk that potentially serious problems will not be detected. 
Highlights of the proposed statement include:
□  A bank’s board of directors should consider an annual external audit by a CPA as 
part of the cost of operating the bank;
□  All state nonmenber banks are encouraged to engage an independent CPA firm to 
conduct annual audits of their financial statements;
□  If a bank board or audit committee decides that an audit is not necessary, the 
reasons should be documented;
□  Applicants for deposit insurance coverage generally will be expected to obtain 
an audit by an independent CPA annually for at least the first three years after 
the coverage is granted.
Copies of the proposed statement are available from Hoyle O. Robinson at the 
FDIC, 550 17th Street N.W., Washington, D.C. 20429. Comments are due at the FDIC 
by June 20.
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AcSEC Meeting 
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FASB to Defer 
Effective Date for 
Statement 93
AICPA Launches 
First National 
Advertising 
Campaign
At its May meeting, the accounting standards executive committee approved 
issuance of three documents, subject to clearance by the AcSEC chairman and 
review by the FASB. A statement of position, Accounting for  Prepaid Health Care 
Services, will recommend accrual of
□  Costs related to prepaid health care services as they are rendered, including 
estimates of the costs of services rendered but not yet reported;
□  Costs to render services to specific members beyond the current period due to 
contractual or regulatory requirements; and
□  The net estimated costs to be incurred after the contract period, when it is 
determined that a group contract will be terminated.
A practice bulletin, Income Recognition on Loans to Financially  Troubled 
Countries (LDC Loans), specifies that a creditor may recognize as income receipt of 
interest payments (assuming an adequate allowance for loan losses) from a country 
that had suspended interest payments, resumes them, becomes current on principal 
and interest payments, and has normalized relations with the international 
financial community.
An exposure draft of a statement of position, Accounting and  Reporting for 
Fees and the Obligation to Provide Future Services and the Use of Facilities, and 
for  Direct Costs of Acquiring Continuing-Care Contracts, recommends that
□  Refundable fees should be recognized as a liability;
□  Nonrefundable fees should be accounted for as deferred revenue and amortized 
to income on a straight-line basis over the term of the obligation; and
□  Direct costs of acquiring continuing-care contracts related to issued contracts 
should be capitalized and amortized to expense on a straight-line basis over the 
average expected remaining lives of the residents under contract.
The board also authorized the government accounting and auditing standards 
committee to issue a letter of comment on the GASB’s exposure draft, Measurement 
Focus and Basis of Accounting  —  Governmental Funds. It generally supports the 
draft’s focus on flow of financial resources, which emphasizes measuring the 
increases and decreases in net financial resources and the balances of, and claims 
against, financial resources using an accrual basis of accounting.
The Financial Accounting Standards Board has decided that the effective date for 
Statement no. 93, Recognition of Depreciation by Not-For-Profit Organizations, 
should be deferred until fiscal years beginning on or after January 1 ,  1990 
(extended from May 1 5 , 1988). An amendment to the statement is being prepared.
The decision was taken in light of the current efforts of the Financial 
Accounting Foundation (FAF) to establish an acceptable jurisdictional arrangement 
for the separately issued financial statements of colleges and universities and other 
similarly affected entities, and the timetable for implementing changes resulting 
from the FAF review.
The Institute’s first national advertising campaign is underway. “The Measure of 
Excellence” campaign, which was previewed at last week’s Council meeting, will 
run from June of 1988 through March of 1989. A recent AICPA member survey 
found that 86% of respondents viewed a national advertising campaign as an 
important service for the profession.
“The advertisements are designed to meet two objectives,” said AICPA 
President, Philip B. Chenok. “First, they provide a platform for the Institute to 
address significant issues on behalf of our members. Second, they differentiate 
AICPA members from other CPAs by virtue of the higher professional standards to 
which our 266,000 members adhere.”
The media schedule for the campaign includes insertions in The Wall Street 
Journal, Forbes, Fortune, USA Today, Inc., Nation’s Business, Chief Executive, 
Washington Journalism Review  and the executive editions of Time and Newsweek. 
The next edition of the CPA letter will contain a detailed report on the campaign.
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ASB Exposes Draft 
on Compliance 
Auditing
Two Members 
Expelled; Another 
Suspended
Grants-ln-Aid
Awarded
Compliance  Auditing: The  Auditor’s Responsibility for  Testing Compliance with 
Laws, Regulations, and Contractual Terms Governing Financial Assistance Certain 
Entities Receive from Government is the title of a proposed statement on auditing 
standards issued for exposure by the Auditing Standards Board.
It provides guidance on the application of SAS no.54, Illegal Acts by  Clients, 
and on testing compliance with laws and regulations applicable to federal financial 
assistance programs in audits performed in accordance with the Single Audit Act 
of 1984. The draft also explains the relationship between these requirements and 
those of the Standards for  Audit of Governmental Organizations, Programs, 
Activities, and Functions issued by the GAO.
Comments are due by August 15 and should be sent to the Auditing Standards 
Division, File 2353, at the AICPA. Copies of the exposure draft (product no. G00474) 
can be obtained by writing to the order department.
Under the AICPA bylaws, membership in the Institute shall be terminated without 
a hearing upon the filing of a final judgment of conviction for a crime punishable 
by more than one year in prison. Also, a member is to be suspended without a 
hearing, should a member’s certificate as a certified public accountant be revoked 
or suspended as a disciplinary measure by any governmental agency.
The membership of Alton Frank Wade, Jr. of Cochran, Georgia, was terminated 
based on receipt of a certified copy of the final disposition in the Superior Court of 
Bleckley County, Georgia, stating that he was convicted of the felony of issuing a 
bad check. His membership was terminated on March 1 1 , 1988, following the 
denial of his request for review by an ad hoc committee of the National Review 
Board.
The membership of David Monoker of Towson, Maryland, was terminated on 
February 8 ,  1988, following the revocation of his CPA certificate as a disciplinary 
measure by the Maryland Board of Accountancy based on his conviction on felony 
charges of theft and forgery.
The Institute was notified that the CPA certificate of Mitchell J. Stein of Santa 
Monica, California, was suspended as a disciplinary measure by the Board of 
Accountancy, Department of Consumer Affairs for the State of California for one 
year, from August 1 ,  1987, to July 1 ,  1988. This was based on the Board’s finding 
that Mr. Stein had issued a review report on financial statements for a business 
entity in which he held a substantial interest. His AICPA membership was therefore 
suspended for the same period.
Mr. Stein requested that this action be reviewed by an ad hoc committee of the 
National Review Board. On March 1 1 , 1988, the National Review Board met to 
consider Mr. Stein's request that the automatic suspension provision of the 
Institute’s bylaws not become operative. It denied Mr. Stein’s request. Accordingly, 
Mr. Stein’s membership in the Institute has been suspended from August 1 ,  1987, to 
July 31, 1988.
The AICPA’s grants-in-aid selection committee has awarded four grants totaling 
$36,550. Recipients are: Stephen K. Asare, University of Arizona; Richard A. 
Johnson, CPA, University of Georgia; Manash R. Ray, Pennsylvania State University; 
and Paula A. Wilson, CPA, University of Washington.
Under this program, grants are made to Ph.D. candidates, at the dissertation 
stage, to allow them to work full time on completing their dissertations.
Information on the program is available from the AICPA relations with educators 
division at 212/575-5504.
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Curb Use of 
Regulatory 
Accounting 
Principles 
Says Group
AICPA Active 
In National 
Consumers Week
Briefing on 
New SASs 
Available on Tape
Accounting 
Standard Setters 
Move Offices
Last October, more than two dozen representatives of regulatory agencies, regulated 
institutions, independent auditors and users of financial reports attended a 
roundtable in Washington, D.C., to consider the use of regulatory accounting 
principles (RAP) by governmentally regulated institutions, especially financial 
institutions.
As a result of that roundtable, Charles A. Bowsher, comptroller general of the 
U.S., has sent a letter to all members of Congress urging that RAP be curbed in favor 
of generally accepted accounting principles.
Copies of the report, Proceedings of the October 8 ,  1987, Roundtable 
Discussion on GAAP and RAP, are available for $20 by writing Jerry L. Arnold, SEC 
and Financial Reporting Institute, University of Southern California, Los Angeles, 
California 90089-1426. For more information, call 213/743-8789.
For the third year, the AICPA sponsored a reception at the National Press Club in 
Washington, D.C., on April 28, during National Consumers Week, for some 200 
members of government, consumer groups and the press.
AICPA President Philip B. Chenok served as master of ceremonies. Speakers 
included Virginia H. Knauer, director of the U.S. Office of Consumer Affairs 
(USOCA) and special adviser to the President; Richard Bullock, executive vice 
president of the Council of Better Business Bureaus; and AICPA Public Service 
Committee Chairman Robert L. Bovitz. They spoke on the respective roles of their 
organizations in serving the public interest.
Mr. Bovitz introduced the Institute’s latest public service brochure, Home 
Equity Loans: A Consumer’s Guide. It was prepared in cooperation with the 
USOCA to provide guidelines for consumers considering such loans and to 
acquaint them with the full costs and risks.
Single copies of the brochure are available by writing to the AICPA order 
department. Bulk orders are $10 per 100 (product no.889350).
Also, the Institute has distributed a series of radio and television public service 
announcements. A speech, “A Home Equity Loan: Is It Right for You?,” suitable for 
civic and consumer groups, can be obtained from the order department at $3 per 
copy (product no.889365). Write to AICPA, P.O. Box 1003, New York, NY 
10108-1003, call 800/334-6961 (US); 800/248-0445 (NY).
More than 2,500 members attended the ten strategic briefing sessions in April on 
the nine new “expectation gap” auditing standards. Conducted by teams of 
Auditing Standards Board members, they were designed to alert CPAs to the 
importance of these SASs to their practices; discussing what the new standards 
require; why they were issued; and how to comply with them.
The entire New York presentation was taped, and both audio and 
videocassettes are available. Auditing Standards Board Strategic Briefing on the 
New SASs is in these formats:
□  Four Audiotapes plus Study Guide (product no.749794) are $89;
□  Three Videotapes plus Study Guide (product no.118400) are $149.
□  Additional Study Guides (product no.118414) are $74.50.
Recommended CPE credit is four hours self study; nine hours group study. 
To order from the AICPA, call 800/334-6961 (US); 800/248-0445 (NY).
The Financial Accounting Foundation, Financial Accounting Standards Board, 
Financial Accounting Standards Advisory Council, Governmental Accounting 
Standards Board, and Governmental Accounting Standards Advisory Council have 
relocated to 401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116. The 
telephone number is 203/847-0700 (internal extension numbers remain the same).
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Washington Briefs New Booklet on Pensions Available — Simplified Employee Pensions — What
Small Businesses Need to Know is the title of a new booklet published jointly by 
the SBA and the Department of Labor. It explains what these plans are, their 
advantages to employees and employers, how they can be established, who must 
be covered, and how the funds in the plan may be invested.
Free copies are available from the SBA Office of Advocacy, 1441 L Street,
N.W. Washington, D.C. 20416 or the Department of Labor, Room N-5666, 2000 
Constitution Avenue, N.W., Washington, D.C. 20210.
IRS to Issue Rules on Continuity of Ownership for Financial Institutions — In
Notice 88-57, published in IR Bulletin dated May 9, the IRS said that regulations 
will be issued to provide that the 20 percent continuity of ownership requirement, 
used in limiting some net operating loss carryforwards and certain built-in losses 
following a corporation ownership change, will be applied by disregarding the 
voting power requirement of Section 1504(a)(2)(A) of the Internal Revenue Code.
Accountants Sought by Department of Commerce — The Import Administration, 
International Trade Administration, U.S. Department of Commerce, has positions 
for accountants to perform international accounting related to the administration of 
the Antidumping and Countervailing Duty laws. International travel is required. 
Beginning salaries range from $33,218 to $46,679. For information, contact 
Marie Parker, Import Administration, 14th and Constitution Avenue, N.W., Room 
3087B, Washington, D.C. 20030.
AICPA Member Honored by SBA — Lawrence S. Nannis, CPA, has been made the
1988 National Small Business Accountant Advocate by the Small Business 
Administration. He was selected from a nationwide field of state winners. Mr. 
Nannis is an officer and shareholder of Levine, Zeidman and Daitch, P.C. in 
Brookline, Massachusetts.
Fiscal Year Measures — Regulations on fiscal-year retention for pass-through 
entities under Section 444 of the Internal Revenue Code are imminent, according to 
Dennis E. Ross, deputy assistant treasury secretary for tax policy. Among other 
soon-to-be-released guidance is the definition of a publicly traded partnership, 
consisting of an outline of a number of safe harbor rules which should provide 
some “comfort,” but it will not define what a publicly traded partnership is.
Congressman Becomes CPA — Congressman Hank Brown (R-Co), an attorney, 
recently became a CPA, thereby increasing the number of CPAs in Congress from 
four to five. Brown is a member of the House Ways and Means Committee and has 
served in the Colorado State Senate as assistant majority leader.
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The CPA Letter
A Semimonthly News Report Published by the AICPA
The Financial Accounting Standards Board has issued Statement no. 98, 
Accounting for Sale—Leaseback Transactions. The statement was issued to resolve 
inconsistencies between Statement no. 13, Accounting for Leases, and Statement 
no. 66, Accounting for Sales of Real Estate. Its provisions include:
□  A sale—leaseback involving real estate, including real estate with equipment, 
would be accounted for as a sale only if it qualifies as a sale under Statement no. 
66 and the seller will actively use the property during the lease term;
□  Leases involving real estate are prohibited from being classified as a sales-type 
lease unless the lease agreement provides for the title to the property to be 
transferred to the lessee at or shortly after the end of the lease term;
□  Revised definitions of the words “lease term” and “penalty” apply to all leasing 
transactions, not only to sale-leasebacks.
The International Federation of Accountants has approved publication of an 
auditing guideline and a management accounting practices study, both of which 
will be available from the AICPA order department next month.
International Auditing Guideline/Related Services 2, Review of Financial 
Statements, describes the procedures the auditor should consider when reviewing 
financial statements, and the form and content of the auditor’s report on the review.
It suggests that the auditor consider sending an engagement letter to help avoid 
misunderstandings with respect to the engagement and notes several areas to 
consider which are particular to a review.
Procedures are described that may provide the auditor with a basis for stating 
whether anything has come to the auditor’s attention that indicates the information 
“is not presented fairly” in accordance with the basis of accounting indicated.
Management Accounting Practices Study no. 3, Long Term Financial Health—A 
Structure for Strategic Financial Management, should assist financial managers in:
□  Assessing the value of a total enterprise, and subdividing it according to its 
constituent businesses;
□  Evaluating strategic options, and identifying the source of competitive advantage;
□  Monitoring strategic attainment by comparing currently perceived values with a 
benchmark derived from a previous evaluation, and cash flows in the intervening 
period.
AICPA President Philip B. Chenok has announced that Jay Rothberg will move from 
the Washington office to New York as his Executive Assistant—State Society 
Relations. In his new position, Mr. Rothberg will coordinate Institute—State Society 
activities, and assist Mr. Chenok with assigned projects.
Effective August 1, John M. Sharbaugh, currently Executive Director of the 
North Carolina Association of CPAs, will succeed Rothberg as Director of 
Communications and State Society Relations in the Washington office.
These changes are being made, according to Mr. Chenok, in recognition of the 
increasing need for interaction between the Institute and state societies at the 
highest levels.
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The AICPA 5th Annual National Governmental Accounting and Auditing Update 
Conference will be held in Washington, D.C., on August 22-23 at the Grand Hyatt 
Washington Hotel. Through lectures and panel discussions by government officials 
and members of the profession, the conference is designed to increase awareness of 
emerging governmental accounting and auditing developments and to provide 
guidance on recent pronouncements such as the GAO “Yellow Book” and AICPA 
auditing standards. Registration fee is $350 and recommended CPE credit is 16 
hours. For further information, contact AICPA meetings department (212/575-6451).
The 1988 Conference on Savings Institutions will be held on September 15-16, at 
the Crystal Gateway Marriott in Arlington, Virginia. The program is structured to 
provide participants with information on and analysis of current and future 
conditions in the industry. Recommended CPE credit is 16 hours. For further 
information, call the AICPA meetings department at 212/575-6451.
The 13th Annual Conference on Banking will be held in Washington, D.C., on 
November 9-10 at the Grand Hyatt Washington Hotel. The program will feature 
lectures and panel discussions on a wide variety of accounting and auditing topics, 
as well as economic, legislative and regulatory developments affecting banks. For 
information, call the AICPA meetings department.
Under AICPA bylaws, membership in the Institute shall be terminated without a 
hearing, upon the filing of a final judgment of conviction for a crime punishable by 
more than one year in prison.
The membership of Robert C. Kenney of Vail, Colorado, was terminated based on 
receipt of a certified copy of a Judgment and Probation/Commitment Order in the 
U.S. District Court for the Southern District of New York, stating, that on June 19, 
1986, Mr. Kenney was convicted of making false and misleading statements with 
regard to the preparation of various financial statements and annual reports for a 
publicly traded concern. Mr. Kenney requested that the decision be reviewed by an 
ad hoc committee of the National Review Board. His membership was terminated 
on March 11, 1988, following denial of his request.
Reports in Audit 
Guides to Be 
Updated
SAS no. 58, Reports on Audited Financial Statements, will change the way 
auditors report on financial statements. SAS no. 60, Communication of Internal 
Control Structure Related Matters Noted in an Audit, will change the way they 
report on internal controls.
Many AICPA audit and accounting guides include examples that will become 
obsolete when SASs 58 and 60 become effective. Before then, the auditing 
standards division, in conjunction with others, will develop new examples 
consistent with SAS nos. 58 and 60. The division’s first priority is to update the 
more complex reports, including:
□  Reports on financial statements that include securities valued at fair value as 
determined by the board of directors, presented in Audits of Brokers and Dealers 
in Securities and Audits of Investment Companies;
□  Reports on internal accounting control required by SEC Rule 17a-5 and by 
Regulation 1.16 of the Commodity Futures Trading Commission, presented in 
Audits of Brokers and Dealers in Securities;
□  Reports on limited scope examinations of employee benefit plan financial 
statements under Department of Labor regulations, presented in Audits of 
Employee Benefit Plans.
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AICPA LAUNCHES NATIONAL ADVERTISING CAMPAIGN
The American Institute of Certified Public Accountants recently 
embarked on a national advertising campaign designed to benefit 
AICPA members.
The campaign is a direct response to a recent Strategic Planning 
Survey which found that 86% of responding members felt a national 
advertising campaign would be an important member benefit.
The overwhelming endorsement by AICPA members of the Plan to 
Restructure Professional Standards this past January is another 
reason for this program. Since Institute membership will require even 
greater effort devoted to maintaining the highest professional 
standards, the campaign will work aggressively to acknowledge the 
extraordinary efforts of our members.
The theme for the campaign is “The Measure of Excellence— AICPA.” 
The advertisements will highlight the achievements of AICPA 
members in the context of broad issues which are important to the 
entire business community The ads will identify CPAs who are 
members of the AICPA as the leaders of the accounting profession— 
professionals whose services represent “the measure of excellence” 
by virtue of the quality standards to which they adhere. The text of 
the ads emphasizes the value of dealing with or employing a member 
of the AICPA.
The following pages display samples of the advertisements which will 
appear in major national business magazines and newspapers (see 
back page of insert for complete schedule). The program, which 
began this month, will run through March of 1989.
  AICPA 
NEWS
TOP OF THE CLASS
Academic honors don’t guarantee 
business success. Nor do they mean 
that a person will continue to learn 
after leaving school.
Staying proficient and profession­
al requires an ongoing commitment o f 
time, effort and money. That’s a major 
challenge for every working person... 
and a necessity.
CPAs who are members 
of the American Institute of 
CPAs are one step ahead.
It’s called Continuing Professional 
Education or “CPE.” This program
keeps members up-to-date on 
changes in the economy, society and 
the accounting profession.
The AICPA believes that every­
one can benefit from continuing edu­
cation. In fact, they feel so strongly 
about the subject that they voted 
overwhelmingly to make CPE man­
datory for every AICPA member.
That goes for those who work for 
thousands o f U.S. companies, as well 
as those in government, education 
and accounting firms.
All CPAs are not equal.
AICPA members continue to learn 
long after they have earned their aca­
demic kudos. Chances are you rely on 
your accounting professional for 
sound advice on a variety of subjects, 
from taxes and financial reporting to 
management issues. You expect that 
advice to be current, no matter how 
hard the winds of change are blowing.
So now you know how they do it: 
Continuing Professional Education.
You see, you learn something new 
every day.
The measure of excellence.
AICPA
IN AN INCREASINGLY COMPLEX WORLD, AICPA MEMBERS — 
MORE THAN 260,000 CPAs IN PUBLIC PRACTICE, INDUSTRY, GOVERNMENT AND EDUCATION - 
PROVIDE QUALITY SERVICE IN THE PUBLIC INTEREST.
TAXES MADE SIMPLE
Hardly. Despite recent attempts at reform, 
tax laws still weigh heavily on us all.
On the one hand, Americans know 
that taxes are part of the price we pay for 
freedom. On the other hand, each of us 
has the right to minimize tax liability. To 
do so, we must determine what expenses 
are properly deductible and what income 
must be reported.
CPAs who are members o f the 
American Institute o f CPAs 
provide the answers.
Because they know the tax laws best, 
AICPA members can help reduce the 
impact of taxes on companies and 
individuals.
And, AICPA members can better 
protect the rights of taxpayers. For 
instance, under a new “Taxpayer Bill of 
Rights” now being considered by Con­
gress, taxpayers would not need to be
present at IRS interviews if represented by a CPA. This is only one of many 
taxpayer rights in the bill our Tax Divi­
sion helped develop.
Staying up-to-date.
AICPA members stay up-to-date on 
important tax matters through Con­
tinuing Professional Education programs 
that are mandatory for every member.
Going further, all AICPA members 
adhere to a strong Code of Professional 
Conduct. This means that both the public 
trust and the taxpayer are well served.
Which is one thing about taxes that’s 
simple to understand.
The measure of excellence.
AICPA
IN AN INCREASINGLY COMPLEX WORLD, AICPA MEMBERS— 
MORE THAN 260,000 CPAs IN PUBLIC: PRACTICE, INDUSTRY, GOVERNMENT AND EDUCATION— 
PROVIDE QUALITY SERVICE IN THE PUBLIC INTEREST
RISKY BUSINESS
Statistics show that many new businesses fail 
within a year. Most never celebrate a fifth 
birthday.
Fortunately, entrepreneurs pursue cre­
ative ideas despite the odds.
Business starts are now at twice the level 
of the 70s. Companies with under 100 
employees create more than two-thirds of 
new American jobs.
Small business isn’t small anymore. It’s a 
critical segment o f the economy, led by the 
power of new ideas and the untiring efforts 
of entrepreneurs.
Hard work is not enough.
That’s why entrepreneurs rely on profes­
sionals like members o f the American 
Institute of CPAs. As company managers, 
accountants and consultants, AICPA mem­
bers advise entrepreneurs on a broad range 
o f subjects —raising capital, tax planning, 
information systems and financial 
management.
In fact, when it comes to business 
advisors, CPAs rank as the most trusted 
according to a Louis Harris poll.
Why this high level o f trust ? Performance.
CPAs who are members o f the 
American Institute o f CPAs 
adhere to the highest 
performance standards.
Continuing Professional Education is man­
datory. All members in public practice must 
have their work reviewed by member CPAs 
outside their firm to ensure that the strictest 
quality standards are met.
Which means that AICPA members in 
companies and accounting firms will continue 
to work even harder to provide the sound, 
professional advice that entrepreneurs need.
In fact, more than 80,000 AICPA mem­
bers are partners or sole owners o f their 
own businesses. They’re entrepreneurs too.
Another reason they understand risk... 
and creative ideas.
The measure of excellence.
AICPA
IN AN INCREASINGLY COMPLEX WORLD, AICPA MEMBERS -  
MORE THAN 260,000 CPAs IN PUBLIC PRACTICE. INDUSTRY, GOVERNMENT AND EDUCATION - 
PROVIDE QUALITY SERVICE IN THE PUBLIC INTEREST
ONE SIZE FITS ALL
In the race to win, we look to our 
own unique strategies to bring us 
first across the finish line.
Yet, som etim es this pressure 
can cause violations o f  the basic 
rules o f  the race.
W hich usually makes losers out 
o f  winners, no matter if the com pa­
ny is a corner grocery or a billion- 
dollar multinational.
Good conduct 
is good business.
By voicing a clear code o f conduct 
from the top, a com pany can elim i­
nate m isunderstandings and clarify 
the responsibilities o f each employee.
M em bers o f the Am erican 
Institute o f  C PA s have long 
endorsed a rigorous ethics code. 
W hich may be part o f  the reason 
that a L ouis H arris poll nam ed C PA s 
the m ost ethical o f  all professionals.
Not all CPAs are the same.
Members of the AICPA -  the leaders 
o f the accounting profession— 
recently voted to strengthen their 
C ode o f Professional C onduct even 
further. The new code defines con­
duct in term s o f integrity, objectivity 
and independence, and addresses 
responsibility to the public interest.
This m eans A IC PA  m em bers 
will continue to help their c lients— 
or their com panies — run their busi­
nesses with the highest possible 
professional standards.
The measure of excellence.
AICPA
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IN AN INCREASINGLY COMPLEX WORLD, AICPA MEMBERS— 
MORE THAN 260,000 CPAs IN PUBLIC PRACTICE, INDUSTRY. GOVERNMENT AND EDUCATION — 
PROVIDE QUALITY SERVICE IN THE PUBLIC INTEREST.
The measure of excellence
AICPA Media Schedule 1988-89
THE NEW P/E RATIO
A strange way to measure a company? 
Not really.
These days the push to improve 
the bottom line has put new pressures 
on the way companies behave.
To the point where some have 
gotten the idea that higher profits and 
ethical behavior are mutually 
exclusive.
O f course, this isn’t true. Nor has it 
ever been.
This “new” P /E  Ratio simply 
reaffirms the proven axiom that...
Good conduct 
is good business.
By voicing a clear code of conduct 
from the top, a company can eliminate 
misunderstanding and clarify the 
responsibilities of each employee.
Taking the lead in this way will 
raise morale and productivity, while 
reducing the potential for fraud and 
legal jeopardy.
CPAs who are members of the 
American Institute of CPAs 
know the value of a 
rigorous ethical code.
They work for companies of all sizes, 
as managers, accountants, indepen­
dent auditors and consultants. In fact, 
a Louis Harris poll named CPAs the 
most ethical of all professionals.
The leaders of the accounting pro­
fession—members of the AICPA— 
recently voted to strengthen their 
Code of Professional Conduct even 
further. The new code defines proper 
conduct in terms of integrity, objec­
tivity and independence—all to pro­
tect the public interest.
Members of the AICPA believe 
that every company should have an 
ethics code. Not to limit profits, 
but to enhance them.
The measure of excellence.
AICPA___________
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
1211 Avenue of the Americas. New York, NY 10036-8775
IN AN INCREASINGLY COM PLEX WORLD, AICPA MEMBERS— 
MORE THAN 260,000 CPAs IN PUBLIC PRACTICE, INDUSTRY, GOVERNMENT AND EDUCATION— 
PROVIDE QUALITY SERVICE IN THE PUBLIC INTEREST.
Publications: Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar
USA
Today
X
X X
Wall Street 
Journal
X
X
X
X X X X
Time X X X X X
Newsweek X X X X
Forbes X X X X
Fortune X X X
Inc. X X X
Nation’s
Business X X X X
Chief
Executive X
Washington
Journalism
Review
X X X X
Leadership
Network* X X X X
* Across The Board, Columbia Journalism Review, Commentary, National Review, 
The New Republic, World Press Review.
AICPA_______________
American Institute of Certified Public Accountants
Communications Division 
1211 Avenue of the Americas 
New York, NY 10036-8775
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GASB Issues
Discussion
Memorandum
Carey Scholarship 
Awarded; Another 
Renewed
New Client 
Tax Letter 
Starts This Fall
An Apple for the 
AICPA
Long Term Disability 
Income Plan
The Governmental Accounting Standards Board has issued a discussion 
memorandum analyzing issues relating to The Financial Reporting Entity. Its 
purpose is to obtain opinions on whether, and how data about organizations 
associated with a state or local government should be displayed in general purpose 
financial reporting by state and local governments.
The discussion memorandum discusses both the reporting entity definition 
and several possible means of reporting on the entity. Among the basic issues are:
□  Should financial reporting convey the totality of the primary government and its 
component units as if the totality were an entity in itself, or should it attempt to 
show the differences in the relationships between the two?
□  What should be the criteria for determining whether an organization is part of 
the reporting entity?
Comments are due by September 9. Single free copies of the memorandum may 
be obtained from the GASB Order Department, 401 Merritt 7, P.O. Box 5116, 
Norwalk, Connecticut 06856-5116.
The John L. Carey Scholarship (named for the former AICPA administrative vice 
president and executive director) has been awarded to Matthew Winship Rodger of 
Marietta, Georgia, for 1988. He will be entering the Master of Science in 
Accounting Program at New York University this month and is employed by Peat 
Marwick Main & Co. in New York. Mr. Rodger holds an MA degree from Yale 
University and a BA degree from the University of California-Berkeley.
The scholarship of Katherine Edersheim, last year’s winner, has been renewed to 
assist her in completing the NYU MS Program this summer. She graduated from 
Yale University in 1987 and is employed by Spicer Oppenheim in New York.
The Carey scholarship is awarded annually to a graduating Yale student who 
intends to do graduate work in accounting. The grant of $4,000 is renewable.
A six-page CPA Client Tax Letter will have its debut in August and be published 
four times a year. Written in nontechnical language, this publication, for 
distribution to clients, will carry news about tax legislation, court decisions, new 
regulations and other IRS announcements. It will also include practical suggestions 
on ways businesses and individuals can put this information to use.
A one-year minimum subscription (50 copies) will cost $144 (product no. 
006505). Firms that sign up now will receive the two 1988 issues and the four in
1989 at the one-year rate. Imprinting of the firm’s name and address on the Client 
Tax Letter (product no. 006524) will be an additional $78 per year on a 50-copy 
subscription. For more information and a sample copy, write to the AICPA 
promotions department.
The Public Relations Society of America (PRSA), New York Chapter, has awarded 
the AICPA its first “Big Apple Award” for excellence in public relations for its year­
long schedule of events in connection with the Centennial Celebration in 1987. The 
Institute was a winner in the “Special Events” category.
Individual AICPA members who wish to begin, or increase, coverage under the 
Long Term Disability Income Plan must act before July 1. The plan includes:
□  Monthly income benefits that range from $500 to $5,000 for disabilities caused 
by sickness or accident;
□  Benefits may be paid for life, after a six-month waiting period, if the disability 
was incurred before age 50 (payments to age 65 if incurred after age 50);
□  A voluntary rehabilitation program under which the insured CPA may return to 
work while receiving reduced monthly benefits.
For information, call Rollins Burdick Hunter Co. at 800/221-4722 (US); in NY 
call collect 212/973-6200.
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Washington Briefs Revised “Yellow Book” Coming Soon—The 1988 revision of Government Auditing
Standards (“yellow book”) is expected shortly. It applies to audits of governmental 
organizations, programs, activities and functions, and to government funds 
received by contractors, nonprofit organizations and other nongovernmental units. 
The revised GAO standards include new requirements for continuing education 
and quality control.
Senate Committee Approves RICO Reform—The Senate Judiciary Committee has 
approved proposed legislation to amend the civil Racketeer Influenced and Corrupt 
Organizations Act (S.1523), after removing the “small investor” provision from the 
bill. The committee also rejected three amendments aimed at limiting the 
retroactive application of the proposal. Although no date has been scheduled,
S. 1523 now goes to the Senate floor. The AICPA actively supports this measure. 
Audit Procurement Handbook—The National Intergovernmental Audit Forum 
(NIAF) has issued a handbook, How to Avoid a Substandard Audit: Suggestions for 
Procuring an Audit. It was prepared to “help public entities that are planning an 
external audit to ensure that they engage a qualified auditor and receive a quality 
audit.” It discusses five basic elements that should be considered in selecting an 
auditor and how critical elements of a procurement system can be applied to the 
special needs of small entities. For information, contact the NIAF, Room 6826, 441 
G Street, N.W., Washington, D.C. 20548.
Fiscal Year Regulations Issued—In Notice 88-90 (see May 27 Federal Register), the 
IRS has issued proposed and temporary regulations regarding election of a fiscal 
year other than the calendar year, under Code Section 444, for partnerships, S 
corporations and personal service corporations. The deadline for the election is 
July 26. Three conditions must be met for a pass-though entity to qualify: a member 
of a tiered structure generally cannot make the election; an entity must not have 
had a prior Section 444 election in effect; certain restrictions on the deferral period 
of the taxable year to be elected must be satisfied. Form 8716 must be attached to 
the income tax return for the year for which the election is made.
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Board of Directors 
Meeting Highlights
Recent FASB 
Decisions
A Semimonthly News Report Published by the AICPA
At its meeting on July 7-8, the AICPA board of directors:
□  Received a report from the chairman of the Financial Accounting Standards 
Board and appointed a task force of the board of directors to study ways that 
establishment of accounting principles in the private sector can be strengthened;
□  Received an update on negotiations with the FTC authorized at the Spring 
Council meeting. Called a special meeting of the board on August 16 and of the 
Council on August 30 to consider the results of those negotiations;
□  Learned that the Court has still not rendered its decision on the legal challenge 
to the ballot on the Plan to Restructure Professional Standards;
□  Discussed proposed definitions developed by the professional ethics executive 
committee of terms used in the new Code of Professional Conduct (i.e., “public 
practice,” “professional services” and “clients”). The committee will consider the 
board’s comments before exposing the definitions;
□  Approved operating policies of the personal financial planning executive 
committee;
□  Decided to recommend to Council that the quality review committee be 
designated a senior technical committee;
□  Approved a restructuring of the auditing standards board’s planning 
subcommittee to permit the appointment of three individuals not in the practice 
of public accounting to the subcommittee;
□  Received a periodic report from the future issues committee;
□  Endorsed the chairman’s appointments to senior technical committees;
□  Approved a budget to be recommended to Council for approval at its Fall meeting;
□  Approved resolutions permitting the members’ retirement committee to enable 
firms to offer profit-sharing plans under the program.
In its continuing consideration of postemployment benefits, other than pensions, 
the FASB, at a June meeting, agreed that a plan would be considered to have a 
benefit formula that defines benefits in terms of individual years of service if:
□  The amount of benefits or coverage promised to individuals varies based on 
factors that consider years of service or level of compensation;
□  The years of service to which the benefits are attributed are defined.
The board also tentatively concluded that the accounting and disclosure 
requirements should be uniformly applied by all employers regardless of size, but 
that the date for initial application of all provisions of the standard by nonpublic 
enterprise employers that sponsor no defined benefit program with more than 100 
participants should be delayed to fiscal years beginning after December 1 5 , 1993.
In the area of financial instruments, the board tentatively agreed that all 
unconditional receivables with specified settlement amounts and maturities should 
be recognized as assets. In general, they should be initially measured at their 
present value or at a surrogate for the amount prescribed by APB Opinion no. 21, 
Interest on Receivables and Payables.
Regarding accounting for pledges, a tentative conclusion was reached that pledgers 
generally should recognize unconditional pledges as payables in their financial 
statements and generally should not recognize conditional pledges in financial 
statements until the conditional pledge becomes unconditional.
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The accounting standards executive committee and the AICPA’s banking committee 
have provided guidance for the accounting treatment by financial institutions for 
exchanges of their loans to debtors in financially troubled countries for equity 
investments in companies in the same countries. Practice Bulletin 4, Accounting 
for Foreign Debt/Equity Swaps, is based on existing authoritative accounting 
literature for financial institutions and independent auditors. The committees 
recommend that the guidance offered in this bulletin be adopted immediately.
Copies of the bulletin (product no. 033131) are obtainable from the AICPA 
order department at $2.75; $2.20 to members. Telephone 800/334-6961 (US); 
800/248-0445 (NY).
CPA Video Journal Program no. 52, Update ’88: AICPA Spring Council Edition, 
covers not only Council highlights, but other AICPA developments since the 
Centennial Annual Meeting. These include the Plan to Restructure Professional 
Standards, the “expectation gap” SASs, and Washington activities.
The tape is available for $50 from the AICPA order department. Please specify 
format: 3/4 inch U-Matic (product no. 885701); 1/2 inch VHS (no. 888700); or 
1/2 inch Beta (no. 886691).
Call 800/334-6961 (US); 800/248-0445 (NY).
A videocassette and workbook are available on the trial of a hypothetical case 
representing a malpractice suit against an accounting firm, and a panel discussion 
of the issues. The videotape is designed to alert CPAs to some of the typical 
situations that could involve them in an accounting malpractice dispute. The 
production was prepared by the Institute’s professional liability insurance 
underwriter in cooperation with the AICPA professional liability insurance plan 
committee.
Recommended CPE credit is 1 hour for viewing the 70-minute tape and 
additional credit is proposed for related group discussions, depending on their 
length.
Accountants on Trial including workbook (product no. 019029) is $25 list; $20 
to members. Additional workbooks (product 091014) are $5 each; $4 to members. 
For copies, contact the order department: 800/334-6961 (US);
800/248-0445 (NY).
The Institute’s 101st Annual Members Meeting and Exposition will be held on 
October 2-5, 1988, in Los Angeles. The theme will be “Launching Our Second 
Century.” The overall format will continue to be a combination of plenary and 
concurrent sessions, but with a difference. Each of the six concurrent sessions will 
consist of five programs in each of the following areas: Tax; Accounting/Auditing; 
Management; Finance; and Other Services.
Among the featured speakers will be Marshall Loeb, managing editor of 
Fortune magazine, who will discuss “The Economy in the 1990s”; and Ambassador 
Sol M. Linowitz, co-chairman of the Inter-American Dialogue, which helps direct 
U.S. policy toward Latin America. He was a founder and chairman of the Xerox 
Corporation. Mr. Linowitz will talk on “Countdown in Latin America.”
A detailed brochure on the Annual Meeting is being mailed to all AICPA 
members.
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Practice Bulletin on 
Debt/Equity Swaps 
Issued
Council Video 
Journal Available
Accountants on 
Trial—a New 
Videotape
Plan Now for L.A. 
in the Fall
Reactions to GASB 
Exposure Draft Vary
Comments Sought 
on Structure for 
Governmental 
Accounting 
Standards
State Boards and 
AICPA Committed 
to Quality,
Says GAO
AICPA/NASBA 
Conference Set
A preliminary review of comments on the Governmental Accounting Standards 
Board’s exposure draft, Measurement Focus/Basis of Accounting— Government 
Funds, indicates a wide variety of reactions. Based on public hearings and written 
comments, views ranged from full support for the flow of financial resources 
measurement focus, to a preference for either adopting the flow of economic 
resources measurement focus or maintaining the flow of current financial resources 
measurement focus. Recurring comments included:
□  Compensated absences were the most discussed issue, with many respondents 
recommending that the liability remain in the General Long-term Debt Account 
Group (GLTDAG);
□  Many were concerned about the deficits or reduced fund balances that might be 
created as a result of the proposal; Some pointed out difficulties of allocating the 
liability among the funds;
□  Some concerns were expressed over the practical difficulties in making the 
revenue accruals proposed by the exposure draft. Costs, according to some, 
would exceed the benefits to be derived from making the accruals;
□  Questions about consistency in treating debt service as between fund debt and 
GLTDAG debt have been raised.
The Financial Accounting Foundation (FAF) and the Governmental Accounting 
Standards Advisory Council (GASAC) have established a review committee which 
will assess attitudes of various constituencies, including preparers, users, and 
auditors, toward the GASB and the GASAC, and toward the current standard- 
setting structure and process.
The committee has engaged Louis Harris and Associates to interview about 500 
individuals. The committee itself will interview about 50 more. Written responses 
from interested parties are also being solicited by the committee.
Subjects to be covered include:
□  The GASB’s jurisdiction and impact on its constituency;
□  The make-up and organizational structure of GASB;
□  The economy and efficiency of GASB operations;
□  The timeliness, objectivity, independence and effectiveness of GASB due process 
and pronouncements;
□  The operations of GASAC.
The committee welcomes comments on these and other areas. They should be 
submitted to Joe LaGambina, Financial Accounting Foundation, 401 Merritt 7, P.O. 
Box 5116, Norwalk, Connecticut 06856-5116. The original due date was August 1, 
but comments received within a reasonable period thereafter will be considered.
According to a recent report by the Government Accounting Office, actions taken 
by state boards of accountancy and the AICPA demonstrate a commitment to 
improving the quality of governmental audits performed by CPAs. The report 
describes the results of actions taken on referrals to the boards and the AICPA by 
the GAO and inspectors general, of CPAs who did poor quality governmental audits.
The report noted the boards and the AICPA had completed action on many 
referrals on a timely basis. Copies of Report GAO/AFMD-88-28 may be obtained 
from the GAO, P.O. Box 6015, Gaithersburg, Maryland 20877, or call 202/275-6241.
The 1988 AICPA/NASBA Conference on State Regulation of the Profession will be 
held in Irving, Texas, at the Four Seasons Hotel and Resort on August 3-5.
It will examine emerging issues affecting the profession, including the recently 
adopted Plan to Restructure Professional Standards, Washington issues and state 
legislative and regulatory developments. AICPA Board Chairman A. Marvin Strait 
and Wilbert Schwotzer, president of NASBA, are featured speakers.
For information, contact the AICPA meetings department, 212/575-6451.
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CPAs View the 
Economy
APFS Exam 
Deadline Nears
Client Bulletin to 
Have Tax Issues
CPA Exam Graders 
Needed
The AICPA recently completed its first nationwide poll of CPAs to determine their 
views on the economy and related areas. The consensus was that general business 
conditions will remain stable over the next six months, but respondents were more 
concerned over the longer term, with over half of them expecting business 
conditions to worsen a year from now.
The following are some of the specific results:
□  Consumer Inflation Rate—More than 60% of the respondents believe consumer 
prices will remain about the same over the next 6 months, but 72% predict an 
increase in a year.
□  Unemployment Rate—The rate will remain stable into next year, say a majority, 
but a lower majority is not optimistic over the longer term.
□  Interest Rates—The trend will be upward, with 73% saying that interest rates 
will be higher in a year.
□  Capital Expenditures—The majority of respondents believe that capital 
expenditures will remain about the same over the next year, but a lower majority 
feels that they will decrease as the year moves on.
□  Effect of TRA ’86—About 55% believe that the Tax Reform Act of 1986 will 
hinder economic growth within six months, and 61% believe that this will 
become evident a year from now.
□  Income Tax Rates—The survey participants were almost evenly divided on 
whether federal personal income tax rates will be the same or higher next year, 
but 91% believe there will be an increase in 1990.
□  Factors Affecting the Economy—The two most frequently cited factors that will 
have a significant impact on the economy in 1988 were the presidential election 
(33%) and the federal budget deficit (27%). Other factors included the trade 
deficit (19%) and interest rates (13%).
The study results were based on 1,367 responses to a statistically valid survey 
of a cross section of AICPA members in proportion to their occupations and 
demographics. The sampling error was 5%.
This poll is the first in a series designed to communicate to the public CPAs’ 
opinions on important issues. The AICPA expects to conduct two additional 
surveys this year.
More than 1,200 members have applied to take the Accredited Personal Financial 
Specialist Examination, conducted by the AICPA. The deadline for the September 
30 examination is August 15.
The six-hour exam is divided between a morning session involving multiple- 
choice and essay questions, and an afternoon round of case study presentations. So 
far, the following cities have been selected as examination sites: Atlanta, Boston, 
Chicago, Dallas, Denver, Farmington Hills (Michigan), Minneapolis, Nashville, New 
York, and St. Louis. For information and application, call 212/575-3860.
The August CPA Client Bulletin will be a special six-page issue devoted entirely to 
midyear tax planning and includes a worksheet for estimating 1988 taxes.
Subscriptions that begin with August will bring four additional monthly issues 
in 1988, including another all-taxes Bulletin in November. The price for the five 
1988 issues is $66 for 50 copies per month; $16.50 for additional lots of 25. 
Imprinting of the name and address of the member’s firm is available at additional 
charge. Contact the AICPA circulation department at 212/575-7646.
The AICPA’s examinations division is seeking CPAs and JDs to assist in grading the 
November 1988 Uniform CPA Examination. The grading begins about three weeks 
after the exam is given (November 2-4) and continues for five to six weeks. Graders 
must provide a minimum of three seven-hour days each week, excluding Sundays. 
For information, write to the examinations division at the AICPA.
The Public Oversight Board of the SEC Practice Section of the Division for CPA 
Firms has established the John J. McCloy Award for significant contributions to the 
strengthening of quality control and improving auditing in the United States.
The POB noted the improvement in independent audit performance since the 
AICPA Division for CPAs was established ten years ago and believes that those who 
have significantly contributed to that progress deserve recognition.
The award is named after the first chairman of the POB, who has a long and 
distinguished record of public service, having served a number of presidents in 
many capacities. As the original chairman of the POB, he had much to do with 
creating its policies and formulating its role.
The board invites AICPA members and others to nominate candidates for the 
John J. McCloy Award. Nominations for the 1988 award, together with a summary 
of the individual’s contributions, should be received at the board’s office by 
September 30. The address is 540 Madison Avenue, New York, New York 10022.
The AICPA Board of Examiners has reiterated its policy, in Information for CPA 
Candidates, that CPA candidates are not responsible for knowledge of accounting 
and auditing pronouncements issued within the 12-month period immediately 
preceding the examination date. Therefore, changes reflected in the ten new 
Statements on Auditing Standards (nos. 52-61), as well as FASB Statements nos. 95 
and 96, will not be tested prior to the May 1989 Uniform CPA Examination.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards— The accounting standards executive committee will hold an open meeting on 
August 2-4 in the AICPA Boardroom, New York, starting at 9 a.m. The agenda follows:
Tuesday, August 2
□  Trading vs. Investment Portfolios of Savings Institutions PB;
□  Transfers with Recourse of Receivables Collateralized by Commercial Properties, Practice Bulletin 
(PB). (Initial discussion.)
Wednesday, August 3
□  A.M.— Accounting for Deferred Reimbursements PB. (Initial discussion);
□  P.M.— Proposed FASB statement, Deferral of the Effective Date of Recognition of Depreciation by Not- 
for-profit Organizations. (Consider comment letter);
□  Proposed FASB Technical Bulletin, Definition of a Right of Setoff. (Consider comment letter.) 
Thursday, August 4
□  Cost of Capital Statement of Position. (Initial discussion.)
Professional Ethics— An open meeting of the professional ethics executive committee will be held on 
September 1 at the Seattle Sheraton Hotel and Towers in Seattle, starting at 9:30 a.m. The committee will 
consider the following documents for exposure:
□  Proposed modification to Ethics Ruling no. 31 under Rule 101— “Financial Interest in Co-op Apart­
ment”;
□  Proposed modification to Ethics Ruling no. 176 under Rule 502— “Newsletters and Publications 
Prepared by Others”;
□  Proposed deletion of Interpretation 301-1— “Confidential Information and Technical Standards”;
□  Proposed deletion of Ethics Ruling no. 14 under Rule 301— “Use of Confidential Information on MAS 
Engagements.”
Board of Examiners— The AICPA Board of Examiners will hold an open meeting on September 15 at the 
AICPA’s Washington office, starting at 8:30 a.m. It will consider the recommendations of the AICPA/ 
NASBA joint coordinating committee (including boards of accountancy answers and comments on the 
joint committee’s Discussion Memorandum to State Boards of Accountancy on the Proposed Changes in 
the Uniform CPA Examination), as the basis for possible adoption of the proposed changes.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
POB Announces 
New Award
CPA Exam Policy 
Reaffirmed
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Washington Briefs SEC Proposed Rules on Fiscal Years—Proposed rules amending the reporting and 
filing requirements for an issuer that changes its fiscal year, and for a successor 
issuer with a different fiscal year from its predecessor have been published. Under 
the proposal, an issuer would report on Form 8-K the determination to change and 
the date of the new fiscal year. Comments should be received by August 8 and 
directed to Jonathan G. Katz, SEC, 450 Fifth Street, N.W., Washington, D.C. 20549.
IRS Withdraws Tax Ruling—In Notice 88-68, the IRS withdrew a ruling that 
allowed the Service to tax benefits accrued, but not used, by employees of state and 
local governments and tax-exempt organizations under Code Section 457.
Accounting for Long-Term Contracts—IRS Notice 88-66 provides guidance and 
procedures regarding changes made by the Revenue Act of 1987 to rules for 
accounting for long-term contracts. It also extends the period of time for which 
taxpayers may automatically change to the percentage of completion method of 
accounting as modified by Section 460 for all long-term contracts entered into after 
February 28, 1986. (See IR Bulletin 1988-25, June 2 0 , 1988.)
IRS Issues Publication on Tax Law Changes—In Announcement 88-93, the IRS 
announced publication of Major Tax Law Changes Enacted in 1987 (Publication 
933). It explains the provisions of  the Omnibus Budget Reconciliation Act of 1987 
with examples of how the law applies. Many provisions are effective January 1,
1988. Copies are available from local IRS offices or call 800/424-3676.
Nonconformity with Uniform Capitalization Rules—The IRS, in Notice 88-78, 
announced that it intends to amend temporary regulations (TD 8131, March 1987), 
which provided rules for voluntary changes in accounting methods to conform 
with the uniform capitalization rules. A taxpayer who failed to comply during the 
period of automatic approval will have to obtain the consent of the Commissioner 
before changing to a method that complies with these rules.
Bank Failure Study—“Poor management and other internal problems are the 
common denominators of failed and problem banks” are the overall conclusions of 
a report by the Office of the Comptroller of the Currency (OCC). The study, Bank 
Failure: An Evaluation of the Factors Contributing to the Failure of National Banks, 
is available from the OCC’s Communications Office at 202/287-4279.
Home Mortgage Interest Deduction—Guidance on various issues relating to the 
home mortgage interest deduction rules as revised by the Revenue Act of 1987 for
1988 and subsequent years is provided in IRS Notice 88-74. It discusses the 
meaning of acquisition indebtedness under varying circumstances related to 
acquiring, constructing or substantially improving a home.
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FASB Proposes 
Accounting for 
Statement no. 71 
Discontinuance
ASB Meeting 
Highlights
The CPA Letter
A Membership News Report Published by the AICPA
The Financial Accounting Standards Board has exposed a proposal regarding 
accounting by public utilities that discontinue application of Statement no. 71, 
Accounting for the Effects of Certain Types of Regulation.
The exposure draft proposes that regulated companies which no longer meet 
the criteria for applying Statement no. 71 should no longer report amounts as assets 
or liabilities that unregulated companies do not report. The effect of this change 
would be included in income for the period in which the change occurs and 
classified as an extraordinary item.
If adopted as a final statement, the provisions of the draft would be effective for 
regulated industries that discontinue application of Statement No. 71 in a fiscal 
year ending after December 15, 1988.
Single copies of the draft are available from the Order Department, FASB, 401 
Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116. Comments are 
requested by September 8.
At its meeting on July 19-20, the auditing standards board
□  Discussed the initial draft of chapters 2-4 of the proposed audit guide that will 
provide implementation guidance on SAS no. 55, Consideration of the Internal 
Control Structure in a Financial Statement Audit. The board anticipates 
exposure of the draft guide by the first quarter of 1989;
□  Directed the recodification framework task force to proceed with the 
development of alternative frameworks for the organization of the Codification of 
Statements on Auditing Standards;
□  Agreed that six questions and answers to the Guide for Prospective Financial 
Statements should be issued as an exposure draft of a proposed statement of 
position. The exposure draft is scheduled for distribution in September;
□  Reviewed the initial draft of an issues paper that summarizes concerns about 
SAS no. 9, The Effect of an Internal Audit Function on the Scope of the 
Independent Auditor’s Examination, identified by the use of internal auditors 
task force;
□  Directed the reporting on internal control structure task force to develop 
expanded guidance for auditors reporting on an entity’s internal control 
structure. The auditing interpretation, Reports by Management on Internal 
Accounting Control (AU Section 9550) will remain in effect until the expanded 
guidance is developed;
□  Discussed comments from peer reviewers on perceived noncompliance with 
SAS no. 39, Audit Sampling (AU Section 350). The board decided that the SAS 
does not require revision, but the auditing standards division staff will prepare a 
paper on the applicability of SAS no. 39 in various audit sample situations. It 
may be issued as an auditing interpretation.
The 1988 National MAS Conference and the annual meeting of the Division for 
Management Advisory Services will be held October 27-28 at the Flamingo Hilton 
Hotel in Las Vegas. The conference consists of two concurrent full-day seminars:
□  Improving Future Organizational Results Through Operational Auditing 
(Seminar I) is intended for all CPAs who want to use these techniques for their 
employers or clients. It will discuss necessary skills, provide awareness of 
operational audit opportunities and help members in industry, practice and 
government in adapting operational auditing to specific circumstances.
□  Planning, Conducting and Marketing Your Management Advisory Services 
(Seminar II) is designed for CPAs wishing to establish and market, on a more 
formal basis, an MAS practice for their firms or themselves. It will provide key 
information for participants and a forum for discussing individual MAS issues.
All registrants are invited to attend the MAS Division annual meeting on the 
afternoon of October 27. Recommended CPE credit is eight hours for the conference 
and three hours for the Division meeting. The registration fee is $250. For 
information, contact the AICPA meetings department at 212/575-6451.
The respondents to the 1988 Supply of Accounting Graduates and the Demand for 
Public Accounting Recruits predict increased growth in both areas. The 53,600 
graduates in 1986-87 are expected to increase to 54,400 in 1987-88. The number of 
graduates expected to be hired by public accounting firms during 1987-88 also 
should increase by about 6 percent; from 18,100 in 1986-87, to 19,200 in 1987-88.
The firms also reported that of the number of new recruits hired in 1986-87, 65 
percent were new college graduates, 29 percent had previous professional 
experience, and 6 percent were paraprofessionals. The schools reported that 40 
percent of their bachelor’s graduates and 54 percent of their master’s were hired by 
public accounting firms. Approximately 30 percent of the schools’ bachelor’s and 
27 percent of their master’s went into business and industry.
The practice areas to which the professional and paraprofessional hirees were 
assigned, data on campus recruiting and staff turnover are also covered.
Copies of the study (product no. G00094) are available, upon written request, 
from the AICPA order department.
Supply and Demand 
Figures Predict 
Increase
Digest of State Accountancy Laws and State Board Regulations— 1987-88, prepared 
jointly by the AICPA and the NASBA, summarizes the principal legal requirements 
that govern the licensing and regulation of professional accountants in the U.S. 
Included are the requirements for continuing professional education, reciprocal 
certification and temporary practice in force in each state.
This digest (product no. 064036) is available from the AICPA order department 
for $19.50; $15.60 to members; and $11.70 for colleges and universities, libraries 
and students. Call 800/334-6961 (US); 800/248-0445 (NY).
In response to requests for posters of the new AICPA advertisements (see June 13 
Letter,) they will be made available at $7.20 for each 13" x 21" poster if there is 
sufficient interest. Please specify which ads are being ordered. Complimentary 
8" x 10" reprints of all five ads are available.
Similarly, 24" x 36" color posters of the commemorative CPA postage stamp 
will be available for $37.50, assuming sufficient interest.
To place an order, call the AICPA communications division at 212/575-3883.
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State Accountancy 
Laws Digest 
Published
Posters of AICPA 
Ads and CPA Stamp 
Available
Lee Assumes 
Full-time AICPA 
Position
B. Z. Lee, who has been special assistant to the AICPA board chairman for 
Washington activities on a part-time basis since December 1986, will henceforth 
serve in that capacity full-time.
“This full-time assignment will give B. Z. more opportunity to devote his 
considerable talents on behalf of the Institute, its members and the state CPA 
societies in an area of increasing importance to the accounting profession,” said 
President Philip B. Chenok in making the announcement.
A former chairman of the AICPA board of directors, Lee was chairman and 
chief executive partner of Seidman and Seidman/BDO from 1974 to 1983. For the 
last two years, he served as chairman of the executive committee of BDO, Seidman’s 
international partnership.
Chenok and Kanaga 
Sign Williamsburg 
Charter
AICPA President Philip B. Chenok and U.S. Chamber of Commerce Chairman 
William S. Kanaga, a former AICPA board chairman, joined 100 American leaders 
who signed the Williamsburg Charter in Virginia last month. The Charter celebrates 
the First Amendment’s guarantee of the right to worship or not, as part of the 
official observance of the 200th anniversary of the U.S. Constitution.
Other signatories included Senators Mark Hatfield and Ted Stevens, former 
Senator Charles Percy, Secretary of the Treasury James Baker and leaders of most 
major religious denominations.
Grandfather 
Provision on Excise 
Tax Is Limited
The special grandfather election under the Tax Reform Act of 1986 for the 15 
percent excise tax on excess distributions from qualified pension plans is available 
to eligible taxpayers who had more than $562,500 in accrued benefits as of August 
1 ,  1986. The statute of limitations for making this election, which may significantly 
reduce these taxes, is the due date of the 1988 Form 1040, including extensions.
A new AICPA/CPE Seminar course, The 1988 Pension Distribution Time Bomb: 
Penalties vs. Elections, provides an in-depth analysis of these new taxes and the 
grandfather election. For information, call 800/242-7269.
Two New AICPA 
Publications
Disclosure Supplement for Construction Contractors (product no. 008450)—This 
financial reporting practice aid is to be used in conjunction with Disclosure 
Checklists for Corporations. Price of the supplement is $7; $5.60 to members. 
Local Governmental Accounting Trends & Techniques (product no. 009700)—This 
is the first annual survey of current accounting practices followed by 500 local 
governmental units in reporting financial information in their published reports. 
Price is $50; $40 to members.
Both of these publications are available from the AICPA order department. Call 
800/334-6961 (US); 800/248-0445 (NY).
NOTICE OF AICPA PUBLIC MEETING
Auditing Standards
An open meeting of the auditing standards board will be held on August 30 in the AICPA boardroom, 
New York, starting at 9:00 a.m. The agenda is as follows:
Tuesday, August 30, a.m.
Reporting on Internal Control Structure (discussion of a proposed issues paper on alternative models of 
general distribution reporting on internal control structure).
Tuesday, August 30, p.m.
Use of Confirmations (discussion of a proposed issues paper on the need for guidance for the use of 
confirmations which include the bank confirmation form).
The next scheduled meeting is September 28 in Washington, D.C.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs RICO Sponsor Seeks Member Action—A new civil RICO reform bill has been
introduced in the House by Congressman Rick Boucher (D-VA). It is a companion 
bill to that approved by the Senate Judiciary Committee which has given new 
momentum to the issue. The AICPA supports this reform legislation. Congressman 
Boucher has once again requested CPAs to write, call and meet with their 
congressmen to urge passage of RICO reform legislation in this Congress and ask 
them to become co-sponsors of H.R. 4923. Copies of a suggested letter, which 
should be personalized, are available from the AICPA’s political and legislative 
division, 1455 Pennsylvania Avenue, N.W., Washington, D.C. 20004-1007; or call 
202/737-6600.
Three CPAs on House Ways and Means Committee—The recent appointment of 
Congressman Clay Shaw (R-FL) to fill a vacancy on the House Ways and Means 
Committee brings to three the number of CPAs serving on this key committee. The 
other CPA members are Ronnie Flippo (D-AL), who has been on the committee for 
many years, and Hank Brown (R-CO) who has served since 1987 and just recently 
became a CPA. The 36-member group is responsible for clearing all proposed tax 
legislation to be considered by the House.
Magnetic Tape Specs Issued—In Announcement 88-100, the IRS said that magnetic 
tape specifications for implementing the taxpayer identification number (TIN) 
penalty program scheduled to begin this month have been released in advance to 
“provide filers sufficient time to determine if programming changes to their 
computer systems are necessary to process the tape of incorrect TINs.” The 
announcement was published in Internal Revenue Bulletin 1988-29, July 18. 
Taxable Year Election—The IRS, in Advance Notice 88-85, clarifies two issues 
regarding fiscal year elections: whether a trust that’s exempt from federal income 
taxes affects the eligibility of a partnership or personal service corporation to make 
or to continue a Section 444 election; and whether contributions to a qualified trust 
constitute “applicable payments” under Section 7519 of the Code. This notice was 
published in IRB 1988-32, August 8.
Final Amendments Issued on SEC Disciplinary Proceedings—The July 13 Federal 
Register includes the final amended rule of the SEC’s Rules of Practice regarding 
Rule 2 (e) (7) proceedings. The amended rule contains a presumption in favor of 
public proceedings, but allows flexibility to bring non-public proceedings under 
appropriate circumstances. Effective date is August 12 for subsequent proceedings.
A Correction The July item in the Letter on tax issues of the CPA Client Bulletin gave the wrong
AICPA number for subscriptions. The correct number is 212/575-5105.
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AICPA Approves 
FTC Agreement
“ T h e  Measure of Excellence”
The CPA Letter
A Membership News Report Published by the AICPA
The AICPA’s Council, by a vote of 191 to 5 on August 30 in Chicago approved a 
recommendation of its board of directors that the Institute enter into an agreement 
with the Federal Trade Commission, resolving an FTC investigation of the 
Institute’s bans on commissions, contingent fees and several other activities.
The settlement, which lawfully resolves the FTC inquiry, which began in 1985, will 
result in several changes in the AICPA Rules of Professional Conduct. Under the 
agreement:
1. While the Institute retains its right to prohibit members from taking 
commissions or contingent fees from any clients for whom the CPA 
performs audit, review or compilation services, and examinations of 
prospective financial statements, it may no longer prohibit these practices 
with regard to clients for whom a member does not perform such services.
2. AICPA retains its right to require that members disclose to clients that they 
are accepting a referral fee or a commission for products or services of others 
referred to the client.
3. The rules which prohibit advertising or solicitation by false, misleading or 
deceptive statements remain in force, but certain interpretations under those 
rules relating to self-laudatory or comparative claims, testimonials and 
endorsements, and advertising that lacks professional dignity and good taste 
will be withdrawn.
Once signed by the AICPA and by the FTC staff, the agreement will be submitted to 
the Commission for tentative approval, after which it will be open to public 
comment for sixty days. After that period, the Commission will decide whether to 
adopt the agreement finally as signed, or to modify it in some way.
According to A. Marvin Strait, chairman of the AICPA board of directors, “We 
continue to believe that the accounting profession is different from other 
professions against whom the FTC has taken action. Our requirements of 
independence and objectivity are crucial to continued public confidence in our 
work. The agreement leaves untouched our ability to adopt reasonable rules 
prohibiting commissions and contingent fees in connection with clients for whom 
we do work that will be relied on by third parties.”
“Throughout the 100 years of our existence,” said Philip B. Chenok, AICPA 
president, “our members have practiced under ethical rules designed to serve the 
public interest. We are pleased to have the investigation behind us on terms that 
enable us to meet our public responsibilities. A key element of the agreement 
approved today permits us to require disclosure when a member accepts a 
commission.”
The U.S. General Accounting Office has recently issued two reports regarding 
CPA audit quality on governmental audits and on federal loan programs.
A Status Report on the Accounting Profession’s Enforcement Efforts (GAO/ 
AFMD-88-28) concluded that the accounting profession is demonstrating a 
commitment to strengthening its enforcement efforts. State boards of accountancy 
and the AICPA have acted on over 70 percent of referrals by the GAO, and on 35 
percent of the referrals subsequently submitted by inspectors general. “In most 
cases, disciplinary actions taken were reasonable in light of the investigative 
findings.”
The report also describes the ongoing initiatives by the profession and the IGs 
to improve audit oversight and their enforcement processes.
Improved Controls Are Needed to Ensure Quality Audits of Federal Loan 
Programs (GAO/AFMD-88-3) is directed to selected federal agencies and found that 
CPA audits of federal loan programs did not always satisfactorily comply with 
auditing standards, and that federal agencies need to improve their controls for 
receiving and reviewing these audits.
The report recommended that the agencies:
□  Issue written procedures requiring loan program officials to follow up on late 
audit reports, specify action to be taken and improve controls to ensure that the 
actions are taken;
□  Provide CPAs with complete and current written guidance to use in the conduct 
of loan audits;
□  Implement quality review procedures for CPA audits of loan programs; and
□  Require that audits of participants in loan programs be performed in accordance 
with generally accepted governmental auditing practices (GAGAS).
Responses from several agencies are included in the report, as well as the 25 
recommendations of the AICPA task force on the quality of audits of governmental 
units. Implementation of the task force’s recent initiatives “should bring about 
needed improvements in audit quality.”
Free copies of each report (up to five) are available from the U.S. GAO, P.O. Box 
6015, Gaithersburg, Maryland 20877, or call 202/275-6241.
The personal financial planning division will hold its second National Technical 
Symposium in San Francisco on October 31-November 1 at Le Meridien Hotel. The 
6 general and 24 concurrent sessions will emphasize current developments and 
technical planning strategies.
Recommended CPE credit is 16 hours. Registration for division members is 
$355; $455 for other AICPA members and $530 for non-AICPA members. For 
information, call the meetings department at 212/575-6451.
IFAC Publishes 
Introduction to 
Public Sector 
Committee
The International Federation of Accountants has issued an introduction to its 
public sector committee. The document sets forth the objectives and working 
procedures of the committee and the scope and authority of its pronouncements.
The committee’s purpose is to address, on a coordinated worldwide basis, the 
financial reporting, accounting and auditing needs of national, regional and local 
governments, and related entities. The IFAC’s Council has given the PSC authority, 
on its behalf, to issue guidelines, statements on practices and studies on financial 
reporting, accounting and auditing in the public sector. Copies of the introduction 
(product no. 019365), priced at $3.50; $2.80 to members, are available from the 
AICPA order department. Call 800/334-6961 (US); 800/248-0445 (NY).
The CPA Letter (ISSN 0094-792x), September 1 , 1988. Published semimonthly, except July and August when monthly. Publication and editorial 
office: 1211 Avenue of the Americas, New York, N.Y 10036—8775. Second-class postage paid at New York, N.Y and at additional mailing 
offices. Copyright © 1988 American Institute of Certified Public Accountants, Inc. Postmaster: Send address changes to Circulation Depart­
ment, 1211 Avenue of the Americas, New York, N.Y 10036—8775.
William J. Corbett Roderic A. Parnell
Vice-President—Communications Executive Editor
GAO Issues Reports 
on Governmental 
Audit Quality
PFP Schedules 
National Symposium
—  2 —
—  3 —
Highlights of 
AcSEC Meeting
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Actions
AICPA Annual 
Meeting Update
At its August meeting, the accounting standards executive committee took the 
following action:
□  Authorized the not-for-profit organizations committee to issue a comment letter 
on the FASB’s exposure draft, Deferral of the Effective Date of Recognition of 
Depreciation by Not-for-profit Organizations, subject to clearance by the AcSEC 
chairman. The letter supports the deferral;
□  Voted to issue a comment letter which would favor issuance of the proposed 
FASB technical bulletin, Definition of a Right of Setoff, subject to clearance by 
the AcSEC chairman;
□  Requested the cost of capital task force to revise its draft, The Use of  Discounting 
in Determining Loan Loss Allowances. The proposed statement of position 
would specify under what circumstances lenders should discount expected 
future cash receipts in the process of determining loan loss allowances;
□  Requested the savings and loan associations committee to convert its draft 
practice bulletin, Characteristics Distinguishing Investment Activities of Savings 
Institutions, to a statement of position. The committee was also requested to 
revise its draft practice bulletin, Recourse of Receivables Collateralized by 
Commercial Properties. It would give guidance on the treatment of such transfers 
as sales;
□  Requested the health care committee to revise its draft practice bulletin, 
Accounting for Third-party Reimbursements by Health Care Entities, which 
would provide guidance on accounting for the effects of uncertainties of future 
Medicare and Medicaid reimbursement policies.
The FASB recently reconsidered elements of postemployment benefits other than 
pensions, and tentatively concluded that when postretirement welfare benefits are 
not defined in terms of individual years of service, measurement and recognition of 
the accumulated benefit obligation and net periodic postretirement cost should be 
based on an approach that attributes the expected benefit obligation to service to 
the expected retirement date.
At issue is whether a liability for these postemployment benefits should be 
recognized in advance of payment of the benefit. If so, other issues arise including 
whether gains and losses should be recognized with a “corridor” approach similar 
to that in FASB Statement no. 87 on pensions.
The board also has tentatively concluded that the definition, measurement and 
recognition of the effects of a settlement of a postretirement welfare benefit 
obligation should be consistent with FASB Statement no. 88, Employers’ 
Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and 
for Termination Benefits, except that any settlement gain would first offset any 
unrecognized transition obligation.
Up-to-the-minute developments on technical and professional issues will be 
featured at the AICPA’s 101st annual meeting to be held in Los Angeles on October 
2-5 at the Westin Bonaventure Hotel. A full social program is also scheduled.
This year, the concurrent sessions will focus on five special tracks: taxes, 
accounting/auditing, management, finances, and other services. Among the topics 
to be discussed are income and retirement planning, small business accounting and 
reporting, success strategies for sole proprietors and litigation damage studies. 
Recommended CPE credit is 15 hours.
Among the featured speakers not previously announced (see July Letter) are 
Jane Bryant Quinn, columnist for Newsweek, and Sander Vanocur, political 
correspondent for ABC News.
A brochure, with registration information, was mailed to all members in July. 
For additional information, contact the meetings department at the AICPA. The 
telephone number is 212/575-6451.
Washington Briefs Final Rules Issued on Pension Plan Distributions — In TD 8219, published in the 
August 22 Federal Register, the IRS issued final regulations on the distribution and 
notice, election and consent requirements of the Retirement Equity Act of 1984.
The act dealt with pension, profit-sharing and stock bonus plans. Previously 
proposed regulations would have required spousal consent to distribution to a 
participant of a qualified joint and survivor annuity before the participant attained 
the later of age 62 or normal retirement age. This requirement has been removed 
from the final rule.
Uniform Capitalization Rules — The August 22 issue of the Internal Revenue 
Bulletin includes IRS Notices 88-86 and 88-92 which provide guidance on the 
uniform capitalization rules under Section 263A of the Code.
Regulated Investment Company Rules — A regulated investment company (RIC) 
that fails to meet the requirements of the RIC tax provisions for a single taxable year 
will not be required to recognize net built-in gain, according to IRS Notice 88-96. 
The notice appeared in the August 29 issue of the Internal Revenue Bulletin.
IGs Issue Guidance on Internal Control Review — The President’s Council on 
Integrity and Efficiency, composed of federal inspectors general, has issued 
Position Statement no. 3. It permits preliminary reviews of nonmajor programs’ 
internal controls on a cyclical basis rather than with each single audit, under 
certain circumstances. For a copy of the statement, send a stamped, self-addressed 
no.10 envelope to Stuart L. Graff, AICPA, 1455 Pennsylvania Avenue, N.W., 
Washington, D.C. 20004.
GAO “Yellow Book” Available — The 1988 revision of Government Auditing 
Standards, issued by the U.S. General Accounting Office, is now available. It 
applies to audits of governmental organizations, programs, activities and certain 
funds. Copies may be obtained for $3.50 from the Government Printing Office, 
Washington, D.C. 20401. The stock number is 020-000-00243-3.
Certain Non-qualified Compensation Plans Not Now Subject to Section 457 — The
IRS, in Notice 88-98, stated that Code Section 457 will not apply until 1991 to 
pre-1987, non-qualified, non-elective, deferred compensation plans for employees 
of state and local governments and tax-exempt organizations.
SEC Issues Statement on Disclosure — The SEC, in Release no. 33-6791, urges 
companies in the defense business to review on an ongoing basis their needs for 
disclosure in connection with issues arising from the government’s defense contract 
procurement inquiry.
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The FTC investigation of certain of the Institute’s rules of conduct, which started in 
January 1985, appears to be nearing an end. In July 1987, the governing council 
rejected an FTC proposal that would have required AICPA to permit commissions, 
but enabled it to prohibit contingent fees for certain attest engagements. In view of 
the possibility of litigation, the council decided that the challenged rules should 
not be enforced until the matter was resolved.
Negotiations continued with the FTC staff and, at a special meeting of council 
on August 30, the officers were authorized to sign a proposed agreement. The text 
of the proposed Order is included as a special supplement to this issue. The 
agreement would permit the AICPA to prohibit acceptance of contingent fees or 
commissions from clients for whom a member performs audits, reviews, certain 
compilations, or examination of prospective financial statements. While the rules 
prohibiting advertising or solicitation by false, misleading or deceptive statements 
remain in force, certain interpretations under those rules relating to self-laudatory 
or comparative claims, testimonials and endorsements, and advertising that lacks 
professional dignity and good taste will be withdrawn. The agreement would also 
allow the Institute to require any member accepting a commission to disclose that 
fact. The signed agreement will be submitted to the Commission, and after a 60-day 
public comment period, could become effective before the end of the year.
At a meeting on September 8-9, the AICPA board of directors took the following 
actions:
□  Approved publication and distribution of the report of the strategic planning 
committee entitled Strategic Thrusts for the Future;
□  Appointed a committee of the board to consider individual member requests for 
relief from the new CPE requirements as provided for in the Plan to Restructure 
Professional Standards;
□  Reviewed proposals for change in the commission and contingent fee rules in 
line with the agreement signed with the FTC staff, which is subject to approval 
by the Commission;
□  Approved development of changes in the activities surrounding the annual 
business and fall council meetings;
□  Approved a balanced budget for 1988-89 for adoption by council;
□  Authorized formation of a tax exempt foundation to reimburse selected 
government employees participating in Institute meetings, conferences and CPE 
programs when adequate government reimbursement is not available.
The AICPA Member Retirement Program has been amended to offer a profit-sharing 
option for the first time. This feature has been added as part of a major effort by the 
Institute and Mutual Insurance Company of New York (MONY) to expand the 
options available under the program. For information, call MONY at 8OO/MONY-8OO.
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The next entrance date for beginning or increasing life insurance coverage under 
the CPA Plan is October 1. Up to $500,000 of term life and an equal amount of 
accidental death or dismemberment insurance is available.
For further information, contact the Plan Agent: Rollins Burdick Hunter Co., 
605 Third Avenue, New York, New York 10158; telephone 800/223-7473 (US)— in 
NY call collect 212/973-6200.
Statements on Responsibilities in Tax Practice: 1988 Revision (product number 
065010)—This compilation is a revision of the ten statements issued between 1964 
and 1977 and represents advisory guidelines in eight areas of tax practice. It also 
renumbers existing statements. The revision is part of an ongoing process in 
recognizing the accelerating rate of change in tax laws, according to Donald H. 
Skadden, AICPA vice president—taxation. Members may receive one free copy, 
upon request. Price is $12.50; $10.00 for additional copies to members.
Comparing Attest and Management Advisory Services: A Guide for the Practitioner 
(product number 048599)—This special report is designed to aid MAS practitioners in 
recognizing when an engagement requires an attest service in addition to, or 
instead of, management advisory services and assist in determining the appropriate 
service. List price is $8.50; $6.80 to members.
The Accounting Profession in France (product number 010089)— One of a series on 
professional accounting in foreign countries, this booklet includes descriptions of 
the accounting profession, auditing standards and accounting principles in France. 
It also briefly describes the various forms of business organizations, taxes, and 
requirements for stock exchange listings and securities offerings. List price is $20; 
$16 to members.
SOP 88 - 1 , Accounting for Developmental and Pre-operating Costs, Purchases and 
Exchanges of Take-Off and Landing Slots and Airframe Modifications (014766)— 
This statement of position amends the AICPA industry audit guide, Audits of 
Airlines, and recommends the following:
□  Developmental costs related to preparation of operations of new routes should 
not be capitalized, as previously permitted by the guide;
□  Costs of acquiring take-off and land slots are identifiable intangible assets that 
should be accounted for in conformity with ABP Opinion 17, Intangible Assets;
□  Costs of airframe modifications that enhance the aircraft’s usefulness should be 
capitalized.
List price is $4.00; $3.20 to members.
Practice Bulletin no. 5, Income Recognition on Loans to Financially Troubled 
Countries (product no. 033146)—This bulletin, which is part of a series dealing 
with specific accounting and reporting issues that are not being considered by 
the FASB or the GASB, has been issued by the accounting standards executive 
committee and the committee on banking. At issue is whether creditors should 
recognize receipt of renewed interest payments as a reduction of the principal 
balance of the loan or as income.
The price is $2.75; $2.20 to members.
The above publications can be obtained by writing to the AICPA order department, 
or calling 800/334-6961 (US); 800/248-0445(NY).
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Proposed Statement on Auditing Standards, Special Reports (product number 
G00475)—This exposure draft provides guidance when expressing an opinion 
regarding:
□  Financial statements prepared in conformity with a comprehensive basis of 
accounting other than GAAP;
□  Specified elements, accounts, or items of a financial statement;
□  Compliance with aspects of contractual agreements or regulatory provisions 
related to audited financial statements;
□  Financial presentations to comply with contractual agreements or regulatory 
provisions;
□  Financial information presented in prescribed forms or schedules that require a 
prescribed form of auditor’s report.
Comments are due by October 31 at the auditing standards division.
Questions Concerning Accountants’ Services on Prospective Financial Statements 
(product number G00274)—Comments on this exposure draft of a proposed 
statement of position are due by November 2. Areas that are discussed include 
reporting on certain financial forecasts, sales prices assumed in a projection of sale 
of an entity’s real estate investment, reporting on information accompanying a 
financial forecast, support for tax assumptions and periods covered by an 
accountant’s report.
Accounting for Frequent Travel Award Programs (G00255)—This exposure draft of 
a proposed statement of position amends AICPA industry audit guide, Audits of 
Airlines. It recommends that:
□  Allocated revenue value of free travel awards should be deferred as mileage is 
accumulated;
□  Deferred amounts should be recognized as revenue when these awards are used.
Comments are due by December 30.
Common Interest Realty Associations (product number G00269)—This exposure 
draft of a proposed audit and accounting guide provides guidance in auditing 
and accounting for condominium associations, homeowners’ associations and 
cooperative housing corporations. Guidance for performing compilation and review 
engagements is also included. Comments are due by December 31.
The above are available upon written request to the AICPA order department.
The National Conference on Federal Taxes will be held at the Grand Hyatt Hotel 
in Washington, D.C., on October 24-25. Recommended CPE credit is 16 hours.
The program will feature the choice of an operating entity, passive activity 
losses, interest tracing rules, tax accounting issues and year-end tax planning, 
among other issues. Registration fee is $495.
The National Governmental Training Program is scheduled for October 24-26 at the 
Sheraton Park Central Hotel, Dallas. Recommended CPE credit is 26 hours.
The program includes compliance auditing and audit quality, new government 
and AICPA auditing standards, common deficiencies in financial reporting, and 
guidelines on state and local governmental practices. Registration fee is $595.
The Firm Administrators Conference will be held at The Pointe at South Mountain 
in Phoenix on November 14-15. Recommended CPE credit is 16 hours and the 
registration fee is $395.
The Program will range from the “nuts and bolts” aspects of scheduling, wage 
and salary administration, administrative staff management, and business plans for 
basic social issues.
For further information on the above conferences, contact the CPE conference 
division at 800/AICPANY (US), or 212/575-5696 (NY).
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Credit Union 
and Banking 
Conferences Set
Exposure Draft 
Approved for 
International 
Guideline
Year-end Tax 
Materials Available
Two AICPA
Members
Suspended
The Third National Conference on Credit Unions will be held on October 24-25 at 
the Hyatt Regency on Capitol Hill, Washington D.C. The Thirteenth Annual AICPA 
Conference on Banking has been set for Washington, D.C., on November 9-10 at the 
Grand Hyatt Hotel.
The credit union program includes evaluation of investment risks, EDP fraud, 
accounting for loan fees and costs, and current and anticipated regulatory 
developments. Recommended CPE credit is 16 hours. Registration fee is $450.
The banking conference sessions include an update on legislative and 
regulatory developments, bank fraud and tax issues affecting banks. The 
registration fee is $450 and recommended CPE credit is 16 hours.
For information, contact the AICPA meetings department at 212/575-6451.
The International Federation of Accountants has approved Exposure Draft 30, First 
Year Audit Considerations— Opening Balances (product number G00353), a 
proposed international auditing guideline.
The proposal gives guidance on the auditor’s concerns regarding balances 
brought forward into the current period from a period when the financial 
statements either were not audited or were previously audited by another auditor.
Free copies are available by writing to the AICPA order department. Comments 
should be directed to Dan Guy at the AICPA by February 28, 1989.
The Institute has prepared several tax aids, to help members explain the intricacies 
of the 1988 tax law provisions to clients and community groups.
□  How to Stay Afloat During the Second Wave of Tax Reform (product no.
889440)—This is a presentation of 34 color slides and a script describing the
1988 tax requirements and how to use them to reduce tax liability. Cost is $75 
for the first set; $35 for additional copies.
□  Year-end Tax Planning: Surviving the Second Wave of Tax Reform (product no. 
889469)—This is a 20-minute speech on basic tax-saving strategies for 1988. 
Prepaid cost is $3 per copy.
□  How to Stay Afloat During the Second Wave of Tax Reform (product no.
889454)—This is a two-color brochure outlining 15 tips on ways clients and 
others can trim their taxes. It includes a chart on 1988 tax brackets and a brief 
checklist on deductions. Cost is $10 per 100 copies.
To order the above, write AICPA, P.O. Box 1036, New York, N.Y. 10108-1036, or call 
800/234-6961 (US); 800/234-0445 (NY).
The AICPA bylaws provide that membership in the Institute shall be suspended 
without a hearing should a member’s certificate as a certified public accountant be 
suspended, as a disciplinary measure, by any governmental authority.
The membership of Terrence E. Dreiling of Denver was suspended by the Colorado 
State Board of Accountancy from April 1 6 , 1988 to July 1 5 , 1988. Accordingly, the 
records of the Institute will reflect that his AICPA membership was suspended for 
the three-month period which ended July 15, 1988.
At a meeting of Regional Trial Board III in Denver on July 12, Louis L. Fox of 
Denver was found guilty of violating Rule 501 of the Institute’s Code of Professional 
Conduct. Rule 501 states that a member shall not commit an act discreditable to the 
profession. The violation involved unlawful transactions between the respondent 
and a nursing home in which he held an investment interest, which transactions 
were found by a federal court to be fraudulent in a civil action.
Following its finding, the panel voted unanimously that Mr. Fox be suspended 
from membership in the Colorado Society of CPAs and the AICPA for two years.
The suspension of the respondent, who was present with counsel at the hearing, 
became effective on August 11.
SUPPLEMENT TO SEPTEMBER 23, 1988 CPA LETTER
UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION
FILE NO. 851 0020 
AGREEMENT CONTAINING 
CONSENT ORDER TO 
CEASE AND DESIST
The Federal Trade Commission having initiated an investigation of certain acts and practices of 
the American Institute of Certified Public Accountants, a corporation, hereinafter sometimes referred 
to as “AICPA” or proposed respondent, and it now appearing that AICPA is willing to enter into an 
agreement containing an order to cease and desist from the use of the acts and practices being 
investigated,
IT IS HEREBY AGREED by and between AICPA, by its duly authorized officer and its attorney, 
and counsel for the Federal Trade Commission that:
1. AICPA is a corporation organized, existing and doing business under and by virtue of the laws 
of the District of Columbia, with its office and principal place of business located at 1211 Avenue of 
the Americas, New York, New York 10036-8775.
2. AICPA admits all of the jurisdictional facts set forth in the draft complaint here attached.
3. AICPA waives:
(a) Any further procedural steps;
(b) The requirement that the Federal Trade Commission’s decision contain a statement of 
findings of fact and conclusions of law;
(c) All rights to seek judicial review or otherwise to challenge or consent the validity of the 
order entered pursuant to this agreement; and
(d) Any claim under the Equal Access to Justice Act.
4. This agreement shall not become part of the public record of the proceeding unless and until it 
is accepted by the Federal Trade Commission. If this agreement is accepted by the Federal Trade 
Commission, it, together with the draft complaint contemplated thereby, will be placed on the public 
record for a period of sixty (60) days and information in respect thereto publicly released. The Federal 
Trade Commission thereafter may either withdraw its acceptance of this agreement and so notify 
AICPA, in which event it will take such action as it may consider appropriate, or issue and serve its 
complaint (in such form as the circumstances may require) and decision in disposition of the 
proceeding.
5. This agreement is for settlement purposes only and does not constitute an admission by AICPA 
that the law has been violated as alleged in the attached draft complaint.
6. This agreement contemplates that, if it is accepted by the Federal Trade Commission, and if 
such acceptance is not subsequently withdrawn by the Federal Trade Commission pursuant to the 
provisions of § 2.34 of the Federal Trade Commission’s Rules of Practice, the Federal Trade 
Commission may, without further notice to AICPA, (1) issue its complaint corresponding in form and 
substance with the attached draft complaint and its decision containing the following order to cease 
and desist in disposition of the proceeding, and (2) make information public in respect thereto. When 
so entered, the order to cease and desist shall have the same force and effect and may be altered, 
modified, or set aside in the same manner and within the same time provided by statute for other 
orders. The order shall become final upon service. Delivery by the U.S. Postal Service of the 
complaint and decision containing the agreed-to order to AICPA’s address stated in this agreement 
shall constitute service. AICPA waives any right it may have to any other manner of service. The 
complaint may be used in construing the terms of the order, and no agreement, understanding, 
representation, or interpretation not contained in the order or the agreement may be used to vary or 
contradict the terms of the order.
7. Proposed respondent has read the proposed complaint and order contemplated hereby. It 
understands that once the order has been issued, AICPA will be required to file one or more 
compliance reports showing that it has fully complied with the order. It further understands that 
AICPA may be liable for civil penalties in the amount provided by law for each violation of the order 
after the order becomes final.
In the Matter of
American Institute of Certified 
Public Accountants, 
a corporation.
ORDER
I.
IT IS ORDERED that for purposes of this order the following definitions shall apply:
A. “AICPA” means American Institute of Certified Public Accountants and its Board of Directors, 
Council, committees, task forces, officers, representatives, agents, employees, successors, and assigns;
B. “Attest service” means providing (1) any audit, (2) any review of a financial statement, (3) any 
compilation of a financial statement when the certified public accountant (“CPA”) expects, or 
reasonably might expect, that a third party will use the compilation and the CPA does not disclose a 
lack of independence, and (4) any examination of prospective financial information;
C. “Audit” means an examination of financial statements of a person by a CPA, conducted in 
accordance with generally accepted auditing standards, to determine whether, in the CPA’s opinion, 
the statements conform with generally accepted accounting principles or, if applicable, with another 
comprehensive basis of accounting;
D. “Commission” means compensation, except a referral fee, for recommending or referring any 
product or service to be supplied by another person;
E. “Compilation of a financial statement” means presenting in the form of a financial statement 
information that is the representation of any other person without the CPA’s undertaking to express 
any assurance on the statement;
E “Contingent fee” means a fee established for the performance of any service pursuant to an 
arrangement in which no fee will be charged unless a specified finding or result is attained, or in 
which the amount of the fee is otherwise dependent upon the finding or result of such service;
G. “Disciplinary action” means revocation or suspension of, or refusal to grant, membership, or 
the imposition of a reprimand, probation, constructive comment, or any other penalty or condition;
H. “Examination of prospective financial information” means an evaluation by a CPA of (1) a 
forecast or projection, (2) the support underlying the assumptions in the forecast or projection, (3) 
whether the presentation of the forecast or projection is in conformity with AICPA presentation 
guidelines, and (4) whether the assumptions in the forecast or projection provide a reasonable basis 
for the forecast or projection;
I. “Forecast” means prospective financial statements that present, to the best of the responsible 
party’s knowledge and belief, an entity’s expected financial position, results of operations, and 
changes in financial position or cash flows that are based on the responsible party’s assumptions 
reflecting conditions it expects to exist and the course of action it expects to take;
J. “Person” means any natural person, corporation, partnership, unincorporated association, or 
other entity;
K. “Projection” means prospective financial statements that present, to the best of the responsible 
party’s knowledge and belief, given one or more hypothetical assumptions, an entity’s expected 
financial position, results of operations, and changes in financial position or cash flows that are based 
on the responsible party’s assumptions reflecting conditions it expects would exist and the course of 
action it expects would be taken given such hypothetical assumptions;
L. “Referral fee” means compensation for recommending or referring any service of a CPA to any 
person;
M. “Review” means to perform an inquiry and analytical procedures that permit a CPA to 
determine whether there is a reasonable basis for expressing limited assurance that there are no 
material modifications that should be made to financial statements in order for them to be in 
conformity with generally accepted accounting principles or, if applicable, with another comprehen­
sive basis of accounting; and
N. “Trade name” means a name used to designate a business enterprise.
II.
IT IS FURTHER ORDERED that AICPA, directly, indirectly, or through any person or other device, 
in connection with its activities in or affecting commerce, as “commerce” is defined in Section 4 of 
the Federal Trade Commission Act, shall forthwith cease and desist from:
A. Restricting, regulating, impeding, declaring unethical, advising members against, or interfering 
with any of the following practices by any CPA:
1. The offering or rendering of professional services for, or the receipt of, a contingent fee by a 
CPA, provided that the offering or rendering by a CPA for a contingent fee of professional
services for, or the receipt of such a fee from, any person for whom the CPA also performs 
attest services may be prohibited by the AICPA during the period of the attest services 
engagement and the period covered by any historical financial statements involved in such 
attest services;
2. The offering or rendering of professional services for, or the receipt of, a commission by a 
CPA, provided that the offering or rendering of professional services by a CPA for a 
commission for any person for whom the CPA also performs attest services may be 
prohibited by the AICPA during the period of the attest services engagement and the period 
covered by any historical financial statements involved in such attest services, and provided 
further that nothing contained in this order shall prohibit AICPA from imposing a 
requirement that any AICPA member who has been paid or expects to be paid a commission 
shall disclose that fact to any person to whom the CPA recommends or refers a product or 
service to which the commission relates;
3. The payment or acceptance of any referral fee, provided that nothing contained in this order 
shall prohibit AICPA from imposing a requirement that any AICPA member (a) who accepts 
a referral fee shall disclose that fact to the member’s client or (b) who pays a referral fee to 
obtain a client shall disclose that fact to the client;
4. The solicitation of any potential client by any means, including direct solicitation;
5. Advertising, including, but not limited to:
(a) any self-laudatory or comparative claim;
(b) any testimonial or endorsement; and
(c) any advertisement not considered by AICPA to be professionally dignified or in good 
taste; and
6. The use of any trade name;
PROVIDED THAT nothing contained in this order shall prohibit AICPA from formulating, adopting, 
disseminating, and enforcing reasonable ethical guidelines governing the conduct of its members 
with respect to solicitation, advertising or trade names, including unsubstantiated representations, 
that AICPA reasonably believes would be false or deceptive within the meaning of Section 5 of the 
Federal Trade Commission Act;
B. Taking or threatening to take formal or informal disciplinary action, or conducting any 
investigation or inquiry, applying standards in violation of this order;
C. Adopting or maintaining any rule, regulation, interpretation, ethical ruling, concept, policy, or 
course of conduct that is in violation of this order;
D. Inducing, urging, encouraging, or assisting any association of accountants to engage in any act 
that would violate this order if done by AICPA provided, however, that nothing in this order shall 
prohibit AICPA from soliciting action by any federal, state or local governmental entity; and
E. Applying or interpreting any other language contained in the Code of Professional Conduct or 
its successors in a manner that would violate this order;
PROVIDED THAT this order shall not prohibit AICPA from:
(a) suspending membership in AICPA if:
i. a member’s certificate as a CPA or license or permit practice as such or to practice public 
accounting is suspended as a disciplinary measure by any governmental entity;
ii. a member’s registration as an investment adviser is suspended by the SEC;
iii. a member’s registration as a broker-dealer is suspended by the SEC or by any state agency 
acting pursuant to any applicable state law or regulation relating to the issuance, 
registration, purchase or sale of securities; or
iv. a member is suspended from practicing before the IRS, but any such suspension by 
AICPA shall terminate upon reinstatement of any such certificate, license, permit, 
registration, or authorization to practice; or
(b) terminating membership in AICPA, if:
i. a member’s certificate as a CPA or license or permit to practice as such or to practice 
public accounting is revoked, withdrawn or cancelled as a disciplinary measure by any 
governmental entity;
ii. a member’s registration as an investment adviser is revoked by the SEC;
iii. a member’s registration as a broker-dealer is revoked by the SEC or by any state agency 
acting pursuant to any applicable state law or regulation relating to the issuance, 
registration, purchase or sale of securities;
iv. a member is subject to a final judgment of conviction for criminal fraud or for a crime 
punishable by imprisonment for more than one year; or
v. a member is disbarred from practicing before the IRS.
III.
IT IS FURTHER ORDERED that AICPA shall:
A. Distribute a copy of this order and an announcement in the form shown in Appendix A, 
within thirty (30) days after this order becomes final, to all personnel, agents, or representatives of 
AICPA having responsibilities with respect to the subject matter of this order and secure from each 
such person a signed statement acknowledging receipt of this order and said announcement;
B. Distribute by mail a copy of this order and an announcement in the form shown in Appendix 
A, within thirty (30) days after this order becomes final, to each of its members and to each state 
society of certified public accountants;
C. Publish this order and an announcement in the form shown in Appendix A, within sixty (60) 
days after this order becomes final, in an issue of the “Journal of Accountancy,” AICPA’s monthly 
journal, or in any successor publication, in the same type size normally used for articles which are 
published in the “Journal of Accountancy” or in any successor publication;
D. Within ninety (90) days after this order becomes final, publish and distribute to all members of 
AICPA and to all personnel, agents, or representatives of AICPA having responsibilities with respect 
to the subject matter of this order revised versions of AICPA’s Code of Professional Conduct, Bylaws, 
concepts of professional ethics, interpretations, ethical rulings, or other policy statements or 
guidelines of AICPA which (1) delete any material that is inconsistent with Part II of this order and (2) 
otherwise comply with this order;
E. File with the Federal Trade Commission within sixty (60) days after this order becomes final, 
one (1) year after this order becomes final, and at such other times as the Federal Trade Commission 
may by written notice to AICPA request, a report in writing setting forth in detail the manner and 
form in which it has complied and is complying with this order;
F. For a period of five (5) years after this order becomes final, maintain and make available to the 
Federal Trade Commission staff for inspection and copying, upon reasonable notice, records adequate 
to describe in detail any action taken in connection with any activity covered by Parts II and III of this 
order, including any written communication, and any summaries of oral communications, and any 
disciplinary action; and
G. Notify the Federal Tirade Commission at least thirty (30) days prior to any proposed changes in 
AICPA, such as dissolution or reorganization resulting in the emergence of a successor corporation or 
association, or any other change in the corporation or association which may affect compliance 
obligations arising out of this order.
Signed this 8th day of September, 1988.
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS, 
a corporation
B y ------------------------------------------------------------
Philip B. Chenok, President 
American Institute of 
Certified Public Accountants 
1211 Avenue of the Americas 
New York, New York 10036-8775
APPROVED:
Charles W. Corddry, III, 
Deputy Assistant Director 
Bureau of Competition
Michael D. McNeely, Assistant Director 
Bureau of Competition
Walter T. Winslow, Deputy Director 
Bureau of Competition
Louis A. Craco, Attorney for AICPA
Willkie Farr & Gallagher
One Citicorp Center
153 East 53rd Street
New York, New York 10022-4669
Jeffrey I. Zuckerman, Director 
Bureau of Competition
Anthony Low Joseph, Counsel for the 
Federal Trade Commission
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Two Named by FAF Raymond C. Lauver has been reappointed to a five-year term on the Financial
Accounting Standards Board by the trustees of the Financial Accounting 
Foundation. Prior to his original appointment in 1954, Lauver was national director 
of accounting services at Price Waterhouse.
John J. Quindlen, senior vice president and chief financial officer of E. I. Du Pont de 
Nemours & Company, Inc., has been elected as a trustee of the FAF. Quindlen, who 
is a director of the Financial Executives Institute, is also a member of the executive 
committee of the advisory council of the SEC and Financial Reporting Institute at 
the University of Southern California and the Conference Board’s Council of 
Financial Executives.
At a September meeting, the Financial Accounting Standards Board decided to 
issue a final statement, within the next few weeks, on Deferral of the Effective Date 
of Recognition of Depreciation by Not-for-profit Organizations, which would 
extend the effective date of Statement 93 to fiscal years beginning on or after 
January 1 , 1990. The original statement specified the effective date for fiscal years 
starting after May 15 , 1988.
More than 1,900 firms have subscribed to the AICPA’s new 6-page quarterly, CPA 
Client Tax Letter, accounting for more than 265,000 copies of the initial issue. A 
sample copy can be obtained from the promotions department and orders for the
1989 series (which will include the October 1988 issue devoted to year-end tax 
planning) can be placed with the circulation department (212/575-5515). The 
annual subscription price is $106 for the minimum order of 50 copies per issue. 
Imprinting is available at extra cost.
NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards
There will be an open meeting of the accounting standards executive committee on September 27 at the 
FASB offices in Norwalk, and on September 28 at the Sheraton Hotel in Stamford, Connecticut. Meetings 
start at 9:00 a.m. Tentative agenda follows:
Tuesday, September 27
A.M.—FASB Exposure Draft, Regulated Enterprises—Accounting for the Discontinuation of Applica­
tion of FASB Statement no. 71, (consider comment letter).
P.M.—Joint Meeting with FASB (update AcSEC and FASB activities, matters of mutual interest). 
Wednesday, September 28
A.M.—Not-for-profit Organizations Display (consider issues paper).
P.M.—Accounting for Third Party Reimbursements by Health Care Entities (consider revised draft of 
practice bulletin).
Federal Taxes
The federal taxation executive committee will hold an open meeting in the AICPA Washington office on 
September 26-27, starting at 10 a.m. on September 26 and 8:30 a.m. on September 27. The agenda follows: 
Monday, September 26
A.M.— Subcommittee Business Plans (reports of subcommittees).
P.M.—Tax Education Matters (discussion); IRS Interviewing of Represented Taxpayers (report of task 
force); Quality Review of Tax Practice (discussion).
Tuesday, September 27
A.M.—Commissioner’s Advisory Group (report of task force); Statements on Responsibilities in Tax 
Practice (discussion); IRS Tax Compliance Goals (report of task force).
P.M.—Tax Division Procedures (discussion).
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
FASB to Defer 
Effective Date on 
Not-for-profits
Client Tax Letter 
a Hit
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Washington Briefs SEC Seeks Accountants—The SEC is now accepting applications for its
Professional Accounting Fellows Program, for selection in early 1989. Candidates 
should have at least six years of experience in a public accounting firm, or the 
equivalent, with at least one year at the managerial level. For further information 
on these two-year appointments, write the Office of the Chief Accountant, SEC,
450 Fifth Street, N.W., Washington, D.C. 20549.
The Commission is also seeking CPAs with three years public accounting 
experience to, among other duties, review 10-K and registration statements in the 
Washington office. Salaries range from $33,218 to $60,683. Call Ms. E.A. Hocutt at 
202/272-7064 for further information.
Two SABs Released by SEC— Staff Accounting Bulletin no. 78, which appeared in 
the August 31 Federal Register addresses certain matters relating to accounting for 
quasi-reorganizations, including deficit eliminations.
SAB no. 79, as published in the September 8 Federal Register, holds that 
transactions undertaken by a company’s principal stockholder for the benefit of the 
company must be recorded as a company expense.
Qualified Joint and Survivor Annuities—Final IRS regulations (see August 22 
Federal Register) deal with those annuities required to be provided under certain 
retirement plans under Section 401(a)(11) of the Internal Revenue Code prior to its 
amendment by the Retirement Equity Act of 1984.
New Proposals on Consolidated Returns—The IRS, in TD 8226, issued temporary 
and final regulations that provide taxpayers who file consolidated returns with 
guidance for computing earnings and profits, and new basis computation rules 
under certain corporate restructuring conditions.
Comment Period on Asset Acquisition Extended—In a notice published in the 
Federal Register of August 26, the IRS extended until November 15 the comment 
period on proposed and temporary regulations explaining the allocation rules for 
asset acquisitions. The original deadline, under TD 8215, was September 16.
The CPA Letter
American Institute of Certified Public Accountants, Inc.
1211 AVENUE OF THE AMERICAS, NEW YORK, N.Y 10036-8775
Second-class postage paid at New York, N.Y 
and at additional mailing offices.
AICPA “The Measure of Excellence”
October 15, 1988 
Vol. 68 No. 15
Annual Meeting 
Wrap-up
Anderson Receives 
AICPA Gold Medal
The CPA Letter
A Membership News Report Published by the AICPA
The AICPA launched its second century at the 101st annual meeting in Los Angeles 
on October 2-5. After the official opening, Marshall Loeb, managing editor of 
Fortune, who had previously held editorial positions with Money and Time, 
presented his views on the economy in the ’90s and how to prepare for it.
Following Loeb’s talk, Chairman of the Board A. Marvin Strait presented his 
report to the members and reviewed the highlights of the AICPA activities during 
the past year; the CPA Gold Medal was presented to George Anderson (see separate 
story) and members viewed a film update on the activities of the Institute.
The Monday luncheon address was given by Sander Vanocur, who has covered 
the national and international scene since 1958, most recently for ABC. He 
discussed the 1988 election in terms of the rhetoric of politics vs. the business of 
politics. The afternoon was devoted to 10 concurrent sessions which dealt with 
such topics as year-end tax planning, financial analysis, evaluating the closely held 
business and new developments in auditing standards.
Tuesday morning’s session opened with an address by Ambassador Sol M. 
Linowitz, who evaluated current and future conditions in Latin America, drawing 
on his more than 20 years experience in helping to set U.S. policy in this region.
Ten more concurrent sessions occupied the rest of the morning, including 
discussions on retirement planning, desktop publishing, globalization of financial 
markets, and implications of new accounting standards for small business.
After a luncheon address by incoming AICPA Chairman of the Board Robert L. 
May (see separate story), concurrent sessions continued in such areas as updating 
accounting standards, managing for profit and automation in the office.
Personal finance expert Jane Bryant Quinn led off on Wednesday morning with 
remarks on personal money mangement, followed by sessions including fraud 
detection and prevention, nontraditional services and operational auditing.
George D. Anderson, president of George D. Anderson, PC, in Helena, Montana, 
was awarded the profession’s highest honor, the CPA Gold Medal for Distinguished 
Service, at the AICPA annual meeting. Anderson, a former chairman of the board of 
the AICPA, was chairman of the special committee on standards of professional 
conduct for CPAs from 1985 until its work was completed in 1987. The committee’s 
recommendations served as the basis for formulating the Plan to Restructure 
Professional Standards. Chief among them were recommendations for a complete 
revision of the AICPA’s Code of Professional Conduct and quality review for the 
firms of all members in public practice. These proposals were adopted by more 
than a two-thirds vote of the membership earlier this year.
In accepting the award, Mr. Anderson proposed the long-term development of a 
national CPA certificate, issued by the AICPA, based on predetermined 
qualifications and passage of the CPA examination. The certificate would be 
recognized by the 54 jurisdictions that would determine any additional 
qualifications for licensing to practice or holding out as a CPA within their 
jurisdictions. Mr. Anderson said such a system would “cause uniformity in 
qualifying to sit for the examination, especially in the area of education. It would 
also bring much more uniformity to the monitoring of the profession and would 
alleviate jurisdictional problems.”
New Chairman 
Urges More 
Aggressive AICPA
In his inaugural remarks, incoming AICPA Chairman of the Board Robert L. May 
urged the Institute to “move aggressively to become more proactive in the 
challenges we undertake, both in the public interest and in the interests of our 
members,” domestically and internationally.
He cited the past year as one in which the AICPA not only accepted change but 
redirected its entire outlook on the purpose and the mission of the Institute. Signs 
of the new aggressive stature last year, he said, included:
□  Membership approval of the proposals to restructure professional standards;
□  Taking strong stands on several tax issues, successfully campaigning to change 
the fiscal-year rule and endorsing the Taxpayers’ Bill of Rights;
□  Urging better financial management and reporting by the federal government—  
an initiative that will continue to be actively pursued;
□  Working diligently for reform of the civil RICO statutes and on tort reform;
□  Initiating a national advertising campaign to bring increased recognition and 
prestige to the profession.
Mr. May said that it is essential that needed changes be made in the 
organization of the AICPA to be certain that it meets changing public needs. The 
forthcoming recommendations of the structure and governance committee are 
expected to enable the Institute to be a fully proactive organization.
In the tax area, he urged a moratorium on new tax laws to give the present tax 
code a chance to work. He noted that there have been four overhauls of the tax laws 
in the past six years. Mr. May stated that we must continue to impress upon the 
Congress the need for true tax simplification.
“We must speak out on the issue of scope of services, because it is not in the 
public interest to unduly restrict the services that CPAs provide for their clients. 
The argument that there is a conflict between attest and consulting services for the 
same client is specious,” he continued, noting that “clients want and need an 
increasing variety of services delivered with the professionalism and objectivity 
they have come to expect from CPAs.”
According to Mr. May, we need to speed up the rate at which we are 
harmonizing international accounting and auditing standards. This requires 
working closely with the International Federation of Accountants to make our 
influence felt in the increasing globalization of economics and finance.
In conclusion, Mr. May said that the profession has shown that it can 
effectively react to changing circumstances. He suggested that we must take the 
initiative to predict “the things that will happen down the road and to act upon 
them in a manner beneficial to our cpnstituencies.”
AICPA Introduces 
New Personal 
Liability Plan
As of November 1, AICPA members may obtain coverage under the AICPA Personal 
Liability Umbrella Security Plan—the AICPA Plus Plan. This new national plan is 
provided by Prudential Property and Casualty Insurance Company and includes:
□  Coverage amounts from $1,000,000 to $5,000,000;
□  Provides coverage for AICPA members, their spouses and other family members 
living in their households;
□  Low group rates. Built-in economy of scale offers each additional $1 million of 
coverage at progressively less cost.
Additional information is available from the plan administrator: Contact 
Rollins Burdick Hunter, 605 Third Avenue, New York, New York 10158, or call 
800/221-3021 (US); 212/973-6200, collect (NY). Ask for extension series 584.
William J. Corbett 
Vice-President—Communications
Roderic A. Parnell 
Executive Editor
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Council Meeting 
Report
Sells Medalists 
Honored in L.A.
Graders Needed 
for CPA Exam
At its October 1 meeting in Los Angeles, the AICPA Council elected Institute 
officers, directors, Members of Council and nominations committees (see separate 
articles). It approved the following items:
□  A balanced budget for 1988-89;
□  Designation of the quality review executive committee as a senior technical 
committee;
□  Exemption of AICPA members practicing outside the U.S. with foreign firms 
from the practice-monitoring requirement;
□  A resolution (passed unanimously) to encourage each state society to adopt the 
provisions of the Plan to Restructure Professional Standards as a requirement for 
membership in the society.
Council also heard a report from President Philip B. Chenok on current 
developments as well as reports on implementation of the Report of the National 
Commission on Fraudulent Financial Reporting (Treadway Commission) and the 
strategic planning committee.
At breakout sessions, Council members discussed a proposal by the FTC staff, 
stemming from its current investigation, that the AICPA not limit the business form 
in which firms practice to proprietorships, partnerships or professional 
corporations and no longer limit to CPAs, ownership of accounting firms. Council 
members also discussed possible language for new rules on commissions, 
contingent fees and referrals in the expectation that the FTC investigation on those 
matters will be resolved within the next several months. Finally, Council members 
also discussed the possibility of resubmitting to the membership a proposal that 
members practicing in firms having SEC clients may retain their AICPA 
membership only if the firm is a member of the SEC Practice Section.
The three highest scorers on the May 1988 Uniform CPA Examination, for those 
candidates taking all four parts, were announced during the annual meeting. Sells 
medals were presented to them and to the highest scoring candidates on the 
November 1987 examinations. They are
□  Gold Medal (highest overall score)—Eung-Rae Cho of Northridge, California. He 
is a graduate of Hong-Ik University in Seoul and expects to receive an MS degree 
in accountancy from California State University at Northridge in the Spring of
1989.
□  Silver Medal (second highest overall score)—Gregory A. Wiese of Wheatland, 
Iowa. He is a graduate of the University of Northern Iowa-Cedar Falls, and is a 
staff accountant with McGladrey & Pullen in Dubuque, Iowa.
□  Bronze Medal (third highest overall score)—Katherine Y. C. Man of Hong Kong. 
She is a graduate, with highest honors, of Southern Illinois University at 
Carbondale and is now in the audit department of Arthur Young, Hong Kong. 
(Ms. Man was not able to attend the awards presentation.)
There were about 65,000 candidates sitting for the May examination, writing 
approximately 229,000 papers. Also, 123 certificates for Performance with High 
Distinction have been awarded.
The corresponding winners on the November 1987 examination were: Gold— 
Susan Francis, Great Falls, Montana; Silver—William Cariato, Lincolnwood, 
Illinois; Bronze (tie)—Dennis Delony, Los Angeles and Sheldon King, Whitestone, 
New York.
The AICPA’s examinations division is seeking CPAs and JDs to assist in the grading 
of the November 1988 Uniform CPA Examination. The grading begins about three 
weeks after the exam is given (November 2-4) and continues for five to six weeks. 
Graders must be available for a minimum of three seven-hour days each week, 
except Sundays. For information, write to the examinations division at the AICPA.
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AICPA Officers, 
Directors and 
Council Members 
Elected
Council Elects
Nominating
Committees
FASB Proposes to 
Defer Effective Date 
on Income Tax 
Statement
Recent AICPA 
Publications
At its October 1 meeting in Los Angeles, Council elected the following:
□  Board Chairman—Robert L. May of New York;
□  Vice Chairman of the Board—Charles Kaiser, Jr., of California;
□  Vice Presidents—Francis A. Humphries of South Carolina, Richard E. Piluso of 
New York, and Dominic Tarantino of New York;
□  Treasurer—Gerald A. Polansky of the District of Columbia was reelected;
□  Board of Directors (three-year terms)—Lowell A. Baker of Ohio, Leonard A. 
Dopkins of New York, Doyle Z. Williams of California, and Ralph S. Saul of 
Pennsylvania (public member);
□  Council Members-at-large (three-year terms)—Ronald S. Cohen of Indiana, Larry
D. Horner of New York, Herbert J. Lerner of the District of Columbia, Robert 
Mednick of Illinois, A. Tom Nelson of Utah, Paula C. O’Connor of Washington, 
and Donald P. Zima of Georgia;
□  Directly Elected Members of Council (as proposed by state societies of CPAs)—
57 members from 41 states were endorsed for three-year terms, starting in the fall 
of 1988. Also declared elected was Gretchen L. Cooney of South Dakota, 
replacing Don H. De Haan who was originally proposed but who has withdrawn.
The following members have been elected by Council to serve on the nominations 
committee of the AICPA and for the two sections of the division for CPA firms:
AICPA
A. Marvin Strait, Colorado*
Stanley H. Breitbard, California 
Perren A. Cherry, Louisiana 
Paula H. J. Cholmondeley, Virginia 
Irvin F. Diamond, New Mexico 
Richard A. Eisner, New York 
Arthur Greenspan, Texas 
Leroy C. Livermore, Oregon 
William J. Murray, New Jersey 
John T. Schiffman, New Hampshire 
Joseph A. Silvoso, Missouri
Private Companies Practice Section 
A. Marvin Strait, Colorado*
Stanley H. Breitbard, California 
Perren A. Cherry, Louisiana 
Irvin F. Diamond, New Mexico 
Richard A. Eisner, New York 
William J. Murray, New Jersey 
John T. Schiffman, New Hampshire
SEC Practice Section 
A. Marvin Strait, Colorado*
Stanley H. Breitbard, California 
Irvin F. Diamond, New Mexico 
Richard A. Eisner, New York 
Ted Felix, New Jersey 
William J. Murray, New Jersey 
John T. Schiffman, New Hampshire
* denotes chairman
The FASB has agreed to issue an exposure draft of an amendment to Statement 
no. 96, Accounting for Income Taxes, that would delay the effective date for one 
year, to fiscal years beginning after December 1 5 , 1989.
The deferral is being proposed to allow companies and their auditors more 
time to better understand the issues and how to apply the provisions of the 
statement. The exposure draft is expected to be issued by the end of this month.
Directed to audit committee members or others with similar responsibilities, 
Communication with Audit Committees cites areas in which the auditor supplies 
information that will help in overseeing the financial reporting process. The 
product number is 022029 and the price is 40¢ each (minimum 25 copies).
This paid publication may be obtained by writing to the AICPA order 
department or by calling 800/334-6961 (US); 800/248-0445 (NY).
AICPA Services for Members in Industry is a new brochure prepared by the 
industry committee. It briefly summarizes AICPA activities of particular interest to 
members in industry and includes the direct telephone numbers for these services. 
Copies may be obtained by writing to the industry and practice management 
division or by calling 212/575-6439.
Proposed Standards for Performing and Reporting on Quality Reviews (product 
number G00505) is an exposure draft that establishes the standards for performing 
and reporting on all reviews conducted under the AICPA’s quality review program, 
with different standards for on-site and off-site reviews. Comments are due by 
December 30. Copies are available by writing to the AICPA order department.
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Reissued Reports 
Excluded from 
SAS No. 58
AICPA Seeks 
Vice President 
of Education
GASB Issues 
Discussion Memo
CPE Sets Workshop 
on Tax Practice 
Standards
Your Vote Counts
When the auditing standards board issued SAS no. 58, Reports on Audited 
Financial Statements, it agreed that the statement should apply to reports issued or 
reissued on or after January 1 ,  1989. The board believed that communications with 
users would be enhanced by adopting the new report language in all circumstances 
as soon as practicable. However, the board has recently been advised of 
implementation problems that would arise if SAS no. 58 were required to be 
applied to reissued reports in all cases. Accordingly, the board has concluded that 
an auditor who reissues a report that was issued before January 1, 1989, using the 
existing form of auditor’s report (SAS no. 2), may use that form of report or may use 
the new form of auditor’s report (SAS no. 58).
The AICPA is currently recruiting for the position of vice president— education. 
That position has been created to lead the Institute’s effort to attract highly 
qualified people into the profession and to improve the quality of professional 
accounting education. An individual is being sought with significant educational 
credentials (preferably a CPA and a doctorate in accounting) and wide exposure or 
experience, particularly within the academic community. Managerial know-how, 
problem solving ability and human relations skills are all critical to the position.
Send resume in confidence to Philip B. Chenok, President, AICPA in New York.
Comments on a discussion memorandum, Measurement Focus of Governmental 
Business-type Activities or Entities, are requested by the Governmental Accounting 
Standards Board by December 20. It addresses accounting by public authorities and 
for business-type activities undertaken by governments; for example, services such 
as mass transportation systems. The memorandum presents arguments for and 
against the current definition of “business-type” activities and three alternative 
definitions. For copies, contact the GASB order department, 401 Merritt 7, P. O. Box 
5116, Norwalk, Connecticut 06856-5116.
How to Use the New Tax Practice Standards to Strengthen Your Client 
Relationships is a new one-day workshop to be presented at four locations: 
November 29, Secaucus, N.J.; November 30, Atlanta; December 2, Chicago; 
December 7, Los Angeles.
Headed by William L. Raby, the presentations and small group discussions will 
center on the recently issued Statements on Responsibilities in Tax Practice, 1988 
Revisions, including preparation procedures, research technique, review risk 
exposure and client relationships. The registration fee is $295 ($270 prior to 
October 28) and recommended CPE credit is 8 hours. Call 800/AICPANY (US); 
212/575-5696 (NY) for information.
According to the U.S. Chamber of Commerce, more than 40 percent of corporate 
managers and professionals consistently do not vote. Worse, fewer than 65 million 
of the 180 million eligible voters cast their ballot in the last presidential election. It 
is estimated that 10 million people will be traveling on election day, November 8. 
But, that is no excuse. Plan to vote by absentee ballot. They are available from your 
local board of elections. The Institute is cooperating with the Vote America 
Foundation, a nonpartisan organization, in urging all those eligible to vote to do so 
in the coming presidential election.
“CPAs should take the lead in exercising civic responsibility and that, of 
course, includes registering and voting,” said AICPA President Philip B. Chenok. 
“By voting, CPAs also help ensure that our profession’s concerns will be addressed 
by elected officials.”
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Washington Briefs Nonbank Banks—Final rules implementing the Competitive Equality Banking Act 
of 1987 (CEBA) relating to “nonbank banks” were published in the September 28 
issue of the Federal Register. For further information, after reading the final rules, 
contact J. Virgil Mattingly of the Federal Reserve System at 202/452-3430.
Technical Corrections Legislation Urged by AICPA—In a letter to members of the 
Senate Finance Committee, Herbert J. Lerner, chairman of the the AICPA’s tax 
division executive committee, stated that “these technical corrections are 
desperately needed by the taxpaying public” and that this legislation is “essential 
to reduce inequities, and to allow for the timely preparation of correct tax returns.”
Hearing Scheduled for Non-Accrual Accounting Rules—The IRS will hold a 
hearing December 1 on proposed regulations on the non-accrual experience method 
of accounting as set forth in temporary regulations (TD 8194) issued in April. 
Requests to speak should be sent to the IRS, Attn. CC:LR:T, Room 4429,
Washington, D.C. 20224, by November 17.
Deductibility of Employee Gifts—In TD 8230, the IRS issued final regulations on 
the ability of a business to deduct awards to employees for tax years prior to 1987. 
The IRS said these changes are required by the 1981 Economic Recovery Tax Act.
Advisory Group Urges Simplification—At its September meeting, the IRS 
Commissioner’s Advisory Group advised the Service to avoid lengthy, detailed 
regulations attempting to cover all possible situations and to focus instead on 
covering with clarity most taxpayer situations.
Waiver for Seasonal Worker Employers—The IRS states, in TD 8229, that it will 
waive certain employment tax filing requirements for employers of certain seasonal 
employees. In quarters where the employer has not paid wages and has a so-called 
no liability return, a waiver will be granted to certain employers for such returns.
Corrections The September 23 issue of the Letter was good on letters, but bad on numbers. In
announcing the availability of year-end tax material for members to assist clients 
and community groups in understanding the 1988 tax law provisions — a slide 
presentation (number 889440 at $75 for the first set), a speech (889469 at $3 
prepaid) and a brochure (889454 at $10 per hundred) — the wrong 800 numbers 
were cited. They should have been 800/334-6961 (US) and 800/248-0445 (NY).
In announcing the reappointment of Raymond Lauver to the FASB, his original 
appointment date was misstated. It was 1984.
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Congress Approves 
Tax Technical 
Corrections; RICO 
Reform Postponed
Just prior to final adjournment, Congress approved technical corrections legislation 
which included a Taxpayers’ Bill of Rights. Also included was a provision dealing 
with the taxation of built-in gains when a C corporation adopts S status. It requires 
untaxed built-in gains to be carried forward for ten years. However, it will be taxed 
only when the entity has taxable income. The AICPA participated in the development 
of taxpayers’ rights legislation and was an active proponent of built-in gains relief.
RICO reform legislation, supported by a business-labor coalition of which the 
AICPA was an integral part, was never brought to the Senate and House floors for a 
vote. The AICPA was successful in preventing passage of modifying legislation that 
would not provide essential changes sought by the profession and others in the 
coalition. The coalition will work for RICO reform legislation in the next Congress.
FASB Actions on 
Postemployment 
Benefits; Financial 
Instruments
In reconsidering previous tentative decisions on postemployment benefits other 
than pensions, the FASB has concluded, among other things, that
□  An employer should recognize costs for providing an employee with 
postemployment benefits other than pensions and attribute them to employee 
service periods to the date the employee becomes eligible for maximum benefits;
□  The date from which such costs for an employee should be attributed would be 
the date the employee is hired, unless the plan provides that the beginning of the 
credited service period starts at a later date. In this case, the costs should be 
attributed to the service from the later date;
□  The “transition obligation” measured at the date the FASB statement is adopted, 
should be recognized on a straight-line basis over the average remaining service 
period of employees expected to receive the benefits or 15 years, whicheverQLis 
greater;
□  Prior-service cost, which results from initiation or amendment of a plan after 
adoption of the FASB statement, should be recognized on a delayed basis by 
assigning an equal amount to each future period of service from the date of the 
amendment to the eligibility date;
□  Beginning in 1997, a minimum liability is to be presented in the balance sheet 
relating to retirees and employees who are eligible to retire and receive the 
benefits. If recording an additional liability is required to reflect the minimum 
liability, it is offset on the balance sheet by an intangible asset.
□  The need to reflect an additional liability (and intangible asset) is to be assessed 
and remeasured each year. The liability presented in the balance sheet is the 
greater of the minimum liability or the accrued liability.
The next step will be a board vote by written ballot on the issuance of an 
exposure draft.
The board continued its consideration of fundamental financial instruments. It 
tentatively decided that financial options, written and held, that are traded in 
auction or dealer markets should be measured subsequent to their initial 
recognition and measurement at their current market values, unless they are 
embedded in compound financial instruments, held or written by the reporting 
entity on its own stock, or considered to be hedges of other instruments.
FASB Proposes to The Financial Accounting Standards Board has issued an exposure draft of a 
Defer Effective Date proposed statement that would defer the effective date of FASB Statement no. 96, 
of Statement no. 96 Accounting for Income Taxes, for one year, beginning after December 1 5 , 1989.
Copies are available from the Order Department, FASB, 401 Merritt 7, P. O. Box 
5116, Norwalk, Connecticut 06856-5116.
Public Speaking To enable members to discuss current issues with general audiences or owners of 
Made Easier small businesses, the AICPA has prepared eight speeches on the following topics:
□  Estate Planning Tips for Individuals (Product no. 890560)—Designed for general 
audiences, this 13-page speech explains the relationship between death and 
taxes and how careful planning can minimize the tax burden on heirs.
□  Going Concerns: Keeping Your Business in Business (890555)—This 7-page 
speech provides tips to help business owners run their businesses successfully.
□  Microcomputer Applications for Small Businesses (890589)—This speech 
explores the benefits of the microcomputer and discusses its basic uses.
□  How CPAs Solve the Problems of Small Business Owners (890574)—Using a case 
study approach, this speech looks at the most common problems and their long- 
and short-term solutions. It discusses the advantages of using a CPA.
□  Keeping It All in the Family: The Problem of Succession in Family Businesses 
(890265)—This speech examines the major problems of a family business, 
especially those that affect its perpetuation.
□  To Sell or Not to Sell: A Question for Small Business Owners (890606)— This 
speech helps small business owners in establishing current value, forecasting 
and comparing with industry current averages. It discusses how a CPA can help.
□  How to Be Sure Your Business Is Located in the Right Place (890593)—This 
speech sets some basic ground rules and poses important questions that apply to 
diverse businesses in their search for suitable locations.
□  How to Get the Bank Loan You Need (890610)—This focuses on how a CPA can 
help small business owners prepare for applying for a bank loan.
Each of the above speeches is available at $3, prepaid, from the AICPA, P. O.
Box 1036, New York, New York 10108-1036.
Video Available on 
Report to ’88 Annual 
Meeting
Program no. 53, Report to the 1988 AICPA Annual Meeting, the most recent CPA 
Video Program, is now available. It covers the AICPA’s agreement with the FTC 
regarding commissions and contingent fees, Washington activities and other 
developments since the Spring Council Meeting. The tape is available for $50 from 
the AICPA order department by written request, or by calling 800/334-6961 (US); 
800/248-0445 (NY). Please specify cassette format and product number: 3/4-inch 
U-Matic (885716), 1/2-inch VHS (888714) or 1/2-inch Beta (886704).
Revised Auditor’s The AICPA has prepared a new pamphlet to assist members in explaining the 
Report Explained revised standard auditor’s report to clients and others. Written in layman’s
language, The New Auditor’s Report—What it Means to You summarizes the 
purpose of an audit, what reasonable assurance means and explains each of the 
three paragraphs in the report (copy attached to this issue).
The product number is 022014 and the price is $10 per 100. Standard quantity 
discounts apply. Write to the AICPA order department, P. O. Box 1036, New York, 
New York 10181-1036, or call 800/334-6961 (US); 800/248-0445 (NY). Members 
may also reproduce the pamphlet locally adding their firm imprint.
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The New 
Auditor's 
Report
For more information about auditor's reports, a 
booklet entitled Understanding Audits and the 
Auditor's Report—A Guide for Financial Statement 
Users can be obtained from the American Institute 
of Certified Public Accountants.
AICPA______________
American Institute of Certified Public Accountants
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THE PURPOSE OF
AN AUDIT
An audit adds credibility to management's 
representations in financial statements.
AUDITOR INDEPENDENCE
Independence is the cornerstone of the auditing 
profession. It means that the auditor is unrelated 
to the entity, and therefore objective. The pub­
lic can place faith in the audit function because 
an auditor is impartial and recognizes an obli­
gation for fairness.
ASSURANCE PROVIDED BY AN AUDIT
The independent Certified Public Accountant 
(CPA) tests the data underlying financial posi­
tion, results of operations, and cash flows to 
form an opinion on the fairness of the presen­
tation of the financial statements in accordance 
with generally accepted accounting principles. 
The auditor's standard opinion provides 
reasonable assurance that the financial statements 
are free of material misstatements.
THE STANDARD AUDITOR'S REPORT 
IS NOT A "CLEAN BILL OF HEALTH"
Many financial statement users consider an 
auditor's standard report to be a clean bill of 
health. For example, some users believe that an 
audit endorses an entity's policy decisions, its 
use of resources, or the adequacy of its internal 
control structure. The auditor's opinion on the 
financial statements does not report on these 
matters.
An audit does provide users with reasonable 
assurance that an entity's financial statements 
present fairly, in all material respects, its finan­
cial position, results of operations, and cash 
flows in conformity with generally accepted 
accounting principles. An audit enhances users' 
confidence that financial statements do not 
contain material misstatements because the 
auditor is an independent, objective expert 
who is knowledgeable of the entity's business 
and financial reporting requirements.
AN EXAMPLE AUDITOR'S REPORT
An example of the auditor's standard report, 
and an explanation of its wording, is provided 
on the inside panels.
WHAT DOES REASONABLE 
ASSURANCE MEAN?
Auditor Responsibility for Detecting Material 
M isstatements. The independent audit provides 
reasonable assurance that the financial statements 
are free of material misstatement. The following 
characteristics of an audit are important to 
understanding the difference between reasonable 
assurance and a guarantee, or absolute assurance.
Audits Involve Tests. An auditor does not 
examine 100 percent of the information sup­
porting financial statements. The auditor 
exercises skill and judgment in deciding what 
evidence to look at, when to look at it, and 
how much to look at to determine the fairness 
of the financial statements.
Auditing Accounting Estimates. Many 
significant presentations in financial statements 
involve management estimates (e.g., the 
amount of uncollectable receivables or a war­
ranty liability). An auditor designs tests to 
evaluate the reasonableness of management's 
assumptions and other factors that influence 
the accounting estimates. Because estimates 
are inherently imprecise, the auditor's 
involvement does not assure their precision, 
just their reasonableness.
Detection of Fraud. An audit is planned and 
performed with an attitude of professional 
skepticism; that is, the auditor assesses the 
risk of material misstatement and designs the 
audit to provide reasonable assurance of 
detecting significant errors or fraud. However, 
irregularities or frauds that are concealed 
through forgery or collusion (among client 
personnel or outsiders) result in misleading 
information. An auditor is not trained to 
detect forgeries, nor will customary audit 
procedures detect all conspiracies.
Therefore, audits provide an economical and 
reasonable level of assurance that the financial 
statements are free of material misstatements, 
rather than a guarantee of accuracy.
What it 
means to you
A SAMPLE STANDARD 
AUDITOR'S REPORT 
Independent Auditor’s Report
To Sample Company, The Board of Directors, and 
Shareholders:
(Introductory Paragraph)
We have audited the accompanying balance 
sheets of Sample Company as of December 31, 
19X2 and 19X1, and the related statements of 
income, retained earnings, and cash flows for the 
years then ended. These financial statements are 
the responsibility of the Company’s manage­
ment. Our responsibility is to express an opinion 
on these financial statements based on our audits.
(Scope Paragraph)
We conducted our audits in accordance with 
generally accepted auditing standards. Those stan­
dards require that we plan and perform the audit 
to obtain reasonable assurance about whether 
the financial statements are free of material mis­
statement. An audit includes examining, on a test 
basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit 
also includes assessing the accounting principles 
used and significant estimates made by manage­
ment, as well as evaluating the overall financial 
statement presentation. We believe that our 
audits provide a reasonable basis for our opinion.
(Opinion Paragraph)
In our opinion, the financial statements referred to 
above present fairly, in all material respects, the 
financial position of Sample Company as of 
December 31, 19X2 and 19X1, and the results of 
its operations and its cash flows for the years then 
ended in conformity with generally accepted 
accounting principles.
R. Johnson & Co.
Certified Public Accountants
February 14, 19X3
THE AUDITOR'S
The title "Independent Auditor’s Report”  informs 
financial statement users that the auditor’s opin­
ion is from an unbiased CPA.
(Introductory Paragraph)
The financial statements that were audited, 
management's responsibility for the financial 
statements, and the auditor's responsibility to 
provide an opinion on the financial statements, 
are described by the following phrases in the 
introductory paragraph:
"We have audited. . .  "  This phrase states that 
the financial statements have been audited, 
which provides the highest level of assurance 
that can be provided by CPAs.
"the accompanying balance sheets of Sample 
Company as of December 31, 19X2 and 19X1, 
and the related statements of income, retained 
earnings, and cash flows for the years then
  ended." The auditor's report covers only those 
financial statements specifically identified in the 
auditor's report. The CPA has not audited addi­
tional information that may also be presented 
with financial statements.
"These financial statements are the responsibility 
of the Company's management. "  The auditor 
does not develop the information that is the 
basis for financial statements. Management is 
responsible for the financial statements.
"Our responsibility is to express an opinion on 
 these financial statements based on our audits." 
The CPA's representations are contained in 
the auditor's report. The independent auditor 
evaluates the evidence underlying management's 
financial statements, and based upon this work 
expresses an opinion on the statements. This 
process adds credibility to management's 
financial statements.
(Scope Paragraph)
The auditor's basis for forming an opinion on 
the financial statements is described by the fol­
lowing phrases in the scope paragraph.
"We conducted our audits in accordance with 
generally accepted auditing standards."  In this 
sentence, the auditor states that he or she has 
complied with the standards established by the 
auditing profession.
STANDARD REPORT
"reasonable assurance" and "material misstate­
ments. .. " The auditor's objective is to provide 
reasonable assurance, not a guarantee, that 
the financial statements are free of material 
misstatement. Misstatements are considered 
material if they are significant enough to make 
a difference in the decisions of a reasonable 
financial statement user.
"examining on a test basis... "  It is not econom­
ical to examine 100% of the financial statement 
support. The auditor uses professional judg­
ment in conjunction with knowledge of the 
specific circumstances of the entity to deter­
mine what, when, and how much to "test."
"An audit also includes assessing the accounting 
principles used and significant estimates made by 
management, as well as evaluating the overall 
financial statement presentation. "  The auditor 
is trained in understanding accounting princi­
ples and the situations when their application 
is appropriate. The auditor is also skilled in the 
evaluation of accounting estimates and the 
overall presentation of financial statements. 
These evaluations are a significant aspect of the 
audit.
"We believe that our audits provide a reasonable 
basis for our opinion." In this sentence the audi­
tor states that he or she believes that the results 
of audit tests were sufficient to form an opinion 
on the financial statements taken as a whole.
(Opinion Paragraph)
The auditor's conclusions as a result of the 
audit are described by the following phrases in 
the opinion paragraph.
"In our opinion... " This implies that the auditor 
is "reasonably sure" of his or her conclusions. 
Like a physician, an auditor's opinion is based 
on professional judgment, not absolute certainty.
"present fairly" and "in conformity with 
generally accepted accounting principles...  "  
The phrase "present fairly" must always be cou­
pled with "in conformity with generally accepted 
accounting principles" in the auditor's report. 
The two phrases are linked to form a single 
concept of fair presentation.
"in all material respects...  " The phrase reem­
phasizes materiality. Financial statements cannot 
be accurate in an absolute sense—they can only 
be reasonably accurate.
NONSTANDARD 
AUDITOR'S REPORTS
Following is a brief discussion of some of the 
more common circumstances in which the 
auditor might use nonstandard wording in the 
auditor's report.
Nonstandard Wording in the Introductory 
Paragraph. Departures from the standard 
wording will explain when the auditor is sharing 
responsibility for the audit with other auditors.
Nonstandard Wording in the Scope Paragraph.
Departures from standard wording will indicate 
that the facts and circumstances of the audit 
prevented the auditor from reaching an opin­
ion on the financial statements taken as a whole.
Nonstandard Wording in the Opinion Paragraph.
Departures from the standard wording occur 
when:
Qualified (“except for") opinions. There is a 
material restriction on the scope of the auditor's 
work, or a material departure from generally 
accepted accounting principles.
Disclaimer of opinion. Scope restrictions are 
so pervasive that the auditor cannot form an 
opinion.
Adverse opinion. The auditor concludes that 
departures from generally accepted accounting 
principles are so material that the financial 
statements do not fairly present the entity's 
financial position, results of operations, and 
cash flows.
Reports with Explanatory Wording. The auditor 
may give a standard opinion (not a standard 
report) on the fair presentation of financial 
statements and still add wording to highlight 
material changes in accounting principles or in 
the method of their application, material uncer­
tainties, going concern problems, or other 
matters the CPA wishes to emphasize.
Reporting Material Misstatements. If material 
errors or fraud are discovered in the audit, the 
auditor will bring them to the attention of 
management (including an audit committee, the 
board of directors, or a board of trustees), and 
will issue a qualified or adverse opinion if the 
financial statements are not appropriately revised.
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GASB Issues 
Research Report 
on Disclosures
GASB Presents 
Preliminary Views on 
Pension Accounting
CPE Sets 1989 Tax 
Survival Conference
Two Members 
Expelled
The Governmental Accounting Standards Board has released a research report on 
the kinds of disclosures that users of financial statements issued by state and local 
governments find most useful in analyzing a government’s financial condition.
According to the report, users expressed little interest in general policy 
statements and financial reporting standards used. They would like to see 
disclosures of events that may have a material impact on future financial needs, 
budget to actual comparisons, and trend information.
Survey respondents also suggested greater use of the required supplementary 
information disclosures, encouraging the use of professional judgment when 
determining whether an item is sufficiently material to require a particular 
disclosure, and eliminating “boilerplate” disclosures when possible.
To order a copy of A Study of the Usefulness of Disclosures Required by GASB 
Standards, contact the GASB order department, 401 Merritt 7, P. O. Box 5116, 
Norwalk, Connecticut 06856-5116.
The Governmental Accounting Standards Board has issued its preliminary views 
on the major issues related to State and Local Governmental Employers’
Accounting for Pensions. The board plans hearings for March 15, 1989, and written 
comments are due by February 17, 1989.
These preliminary views present those of a majority of the GASB and 
alternative presentations by the minority. The most significant changes from past 
practices in this document would affect accounting for single-employer defined 
benefit pension plans and agent multiple-employer plans, although some 
provisions would apply to employers that participate in cost-sharing multiple 
employer plans or sponsor-defined contribution plans.
Single copies of these views may be obtained from the Order Department, 
GASB, 401 Merritt 7, P. O. Box 5116, Norwalk, Connecticut 06856-5116.
AICPA—CPE has scheduled two presentations of The 1989 Tax Season Survival 
Conference, headed by William Raby. They will be held on January 9 - 1 0 ,  1989, at 
the Stouffer Resort in Orlando, Florida, and at Mountain Shadows Resort in 
Scottsdale, Arizona, on January 19-20, 1989. The program is designed to provide an 
opportunity for sharing up-to-date tax information with leading tax experts and to 
learn the latest approaches to solving tax problems. Registration fee is $495, 
including materials and some meals, and the recommended CPE credit is 16 hours. 
For further information, call 800/AICPANY (US); 212/575-5696 (NY).
The AICPA bylaws provide that membership in the Institute shall be terminated 
without a hearing should there be filed with the Secretary a final judgment of 
conviction imposed upon any member for a crime punishable by imprisonment for 
more than one year; the filing of a false or fraudulent income tax return on his or a 
client’s behalf; or should a member’s certificate as a certified public accountant be 
revoked as a disciplinary measure by any governmental authority.
□  On June 7 ,  1988, the membership of Robert B. Levine of Teaneck, New Jersey, 
was terminated upon receipt of a Judgment and Probation/Commitment in the 
U.S. District Court for the Southern District of New York on the member’s plea of 
guilty to aiding and assisting in the filing of a false tax return.
□  The membership of Calvin Quentin Arrowood of Gastonia, North Carolina, was 
terminated as of July 1, 1987, following the revocation of his CPA certificate for 
disciplinary reasons by the North Carolina State Board of Certified Public 
Accountant Examiners, based on its finding that he misappropriated funds 
entrusted to him and falsified records concerning these funds.
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Washington Briefs HUD Information for Auditors—The U.S. Department of Housing and Urban
Development (HUD) has issued Information for Independent Auditors for use in 
conducting HUD audits of non-federal agencies. This bulletin describes the general 
requirements that HUD participants use in obtaining audits and the role of the 
Office of Inspector General (OIG) in monitoring audit quality. Copies are available 
from any of HUD’s ten regional offices.
Prompt Payment Act Signed by President—Revised guidelines regarding the 
prompt payment of contractors were included in legislation signed by the President 
on October 17. The measure, S. 328, imposes new penalties on government 
agencies for late payment of bills to private businesses.
IRS Issues Rules on Rehabilitation—The IRS has issued final regulations (TD 
8233) on the two-tier tax credit for rehabilitation expenditures enacted under the 
1986 tax reform act. They also define qualified rehabilitated buildings and 
expenditures, certified historic structures and provide rules for adjusting the basis 
of a qualified rehabilitated structure.
Advance IRS Rulings Available on Estate Tax—In Revenue Procedure 88-50, the 
IRS announced that taxpayers drafting a will can get an advance ruling on whether 
a particular bequest qualifies for a marital or charitable deduction, or a grantor 
could ask whether a trust corpus would be includable in the gross estate if the 
grantor retains control until death.
IRS Issues 1988 Mileage Rates—The Internal Revenue Bulletin of October 31 lists 
the new standard mileage rates. The business-use rate for cars not fully depreciated 
is raised to 24 cents a mile for the first 15,000 miles, as is the rate paid by 
employers for business transportation by employees. The business rates over 15,000 
miles or for fully depreciated cars, charitable use and for medical and moving 
purposes remain the same as those for 1987.
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FASB to Amend 
Cash Flows 
Statement
Highlights of 
ASB Meeting
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In discussing certain implementation issues relating to FASB Statement no. 95, 
Statement of Cash Flows, the Financial Accounting Standards Board has decided 
that:
□  Cash flows resulting from purchases and sales of securities in a trading portfolio 
should be classified as operating activities rather than as investing activities in a 
statement of cash flows;
□  Certain highly liquid enterprises, such as mutual funds, should not be required 
to provide a statement of cash flows when the enterprise is registered under the 
Investment Company Act of 1940, the enterprise’s assets consist primarily of 
cash, securities and other assets for which market quotations are readily 
available or that are otherwise deemed to be liquid, and if the enterprise has no 
significant debt;
□  Defined benefit pension plans that are covered by FASB Statement no. 35, 
Accounting and Reporting by Defined Benefit Pension Plans, are not required to 
provide a statement of cash flows.
The board agreed to issue an exposure draft of a proposed statement that would 
amend Statement no. 95; the comment period is to be 30 days. It decided that the 
issue of possible additional net reporting of cash receipts and cash payments 
should be discussed further and authorized further research on when net reporting 
of cash flows might be appropriate for banks and other enterprises.
In its review of a proposed statement on auditing standards that would revise the 
provisions SAS no. 9, The Effect of an Internal Audit Function on the Scope of the 
Independent Auditor’s Examination, the board concluded that the draft should 
include
□  Guidance on the use of internal auditors that provide direct assistance to the 
external auditor;
□  References to the Institute of Internal Auditors’ standards without implying that 
internal auditors are obligated to follow these standards; and
□  Clear guidance about the extent to which the independent auditor may use the 
work of internal auditors.
In addition, the board agreed that language should be developed and considered for 
inclusion in the auditor’s standard report that states the auditor’s responsibility for 
evaluating internal control structure in an engagement to audit financial statements. 
It also concluded that guidance should be developed for engagements to provide 
moderate or review-level assurance about an entity’s internal control structure.
The board has decided to issue an auditing interpretation that prohibits an auditor 
from including, in the auditor’s standard report, a reference to management’s report 
that discusses management’s responsibility for the financial statements and other 
matters.
Practice Guide 
Issued on 
Compliance 
with Section 89
The AICPA tax division’s employee benefits subcommittee has prepared a practice 
guide to assist CPAs in testing for compliance with the nondiscrimination 
requirement provisions of the Tax Reform Act of 1986. The guide focuses on 
employers with only one health plan and their compliance with the discrimination 
rules. A number of examples are included. A copy is being mailed to each member 
of the tax division. Additional copies are available at $5 each by sending a check 
and a self-addressed 9  x  12 envelope to Section 89 Practice Guide, AICPA, P.O. Box
1035, Times Square Station, New York, New York 10108-1035.
IFAC Issues 
Exposure Draft 
on Government 
Businesses
Financial Reporting by Government Business Enterprises is an exposure draft of 
the first proposed international public sector guideline by the recently formed 
public sector committee of the International Federation of Accountants.
It would specify the accounting standards that should be used in the 
preparation and presentation of the published statements of government business 
enterprises. It proposes that, since the objectives, operations and, sometimes, the 
financing and legal forms of these enterprises are similar to those in the private 
sector, financial statements should be presented in accordance with the accounting 
principles, accounting standards and other requirements that are generally 
accepted for other business enterprises and comply with appropriate national 
standards and requirements.
The committee’s purpose is to address, on a coordinated worldwide basis, the 
financial reporting, accounting and auditing needs of national, regional and local 
governments.
Copies of the exposure draft may be acquired by writing to the AICPA order 
department and requesting product number G00369. Comments on the draft should 
be sent to Executive Director Robert N. Sempier, IFAC, 540 Madison Avenue, New 
York, New York 10022.
EDP Audit Conference — Cosponsored with the Canadian Institute of Chartered 
Accountants (CICA), this conference, to be held at Walt Disney World Village, 
Florida, on December 5-7, will focus on hands-on workshops in a computer 
laboratory provided by IBM. Lecturers include Dr. Albert Teitlebaum and Harold 
Weiss. Panels will be held by the developers of the Interactive Data Extraction and 
Analysis software. The registration fee is $595 and 24 CPE hours are recommended. 
For further information, call AICPA Software Support at 212/575-5412.
National Conference on SEC Developments — This 16th annual conference is 
scheduled for January 10-11 at the Capitol Hilton Hotel in Washington, D.C. Topics 
include updates on the activities of various SEC divisions, the standard-setting 
process and Washington issues affecting the profession. Featured speakers include 
SEC Chairman David S. Ruder and A.A. Sommer, chairman of the Public Oversight 
Board. Registration is $450 and 16 hours of CPE are recommended. For further 
information, call the AICPA meetings department at 212/575-6451.
Because of delays in the delivery of invitational packages for the new AICPA 
umbrella personal liability plan (AICPA Plus Plan), the entrance date has been 
extended one month, to December 1 (see October 15 Letter). Members who have not 
received the invitational package, or who have questions on coverage, should call 
the plan administrator: Rollins Burdick Hunter at 800/221-3021; in New York, call 
collect, 212/973-6200. Please ask for Extension Series 584.
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Accounting Trends and Techniques: 1988 (product no.009880) is a compilation of 
data from annual reports to shareholders of 600 selected industrial and 
merchandising companies analyzing the accounting information disclosed. 
Included are examples of compliance with FASB Statement nos. 94, 95 and 96. This 
edition covers fiscal years from February 2 8 , 1987 to January 3 1 , 1988. The price 
$50; $40 to members.
MAS Small Business Practice Aid 11: Cash Management (055342) provides 
information to practitioners for evaluating and improving clients’ current cash 
management practices and for developing new or revised practices. Areas covered 
include marketing the services, selecting clients, identifying problems and 
developing recommendations. Price is $8; $6.40 to members.
MAS Small Business Practice Aid 12: Evaluating and Starting a New Business 
(055357). In addition to assisting practitioners in aiding clients to evaluate and start 
a business, this practice aid shows how practitioners can utilize their expertise to 
help clients gain the necessary knowledge to run their business with maximum 
success. Price is $8; $6.40 to members.
The above publications are available from the order department. Call 800/334-6961 
(US); 800/248-0445 (NY).
NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards — The auditing standards board will have an open meeting in the AICPA 
boardroom, New York, on November 29-30, starting at 9 a.m. The following will be discussed:
Tuesday, November 29 — Issues paper on revisions to SAS no. 44, Special-purpose Reports on 
Internal Accounting Control at Service Organizations; A proposed SAS, Compliance Auditing: the 
Auditor’s Responsibility for Testing Compliance with Laws and Regulations and for Reporting on 
Compliance in Accordance with Governmental Auditing Standards.
Wednesday, November 30 — Proposed changes to the framework for the Codification of Statements on 
Auditing Standards; proposed statement to supersede SAS no. 9, The Effect of an Internal Audit 
Function on the Scope of the Independent Auditor’s Examination; a proposed statement on 
compliance auditing.
Professional Ethics — The Professional ethics executive committee will hold an open meeting in the 
AICPA boardroom, New York, on December 9, starting at 9:30 a.m. It will consider the following 
proposals for exposure:
□  Adoption of three interpretations: under Rule 101 — “Independence and Attest Engagements”; 
under Rule 102 — "Conflict of Interest”; and under Rule 301 — “Application of Exemptions 2 and 
4 to AICPA members”;
□  Revision of Ethics Ruling no. 7 under Rule 301 — “Revealing Names of Employer’s Clients”;
□  Deletion of three Ethics Rulings: no. 127 under Rule 504 — “State Controller”; no. 132 under Rule 
504 — Tax Practice: “Conflict of Interest”; and no. 4 under Rule 301 — “Prior Client Relationships.”
Accounting and Review Services — There will be an open meeting of the accounting and review 
services committee on December 15-16 in Conference Room D at the AICPA New York office, starting 
at 9:00 a.m. The following topics will be discussed;
Thursday, December 15 — Editorial update to the Codification of Statements on Standards for 
Accounting and Review Services; Accountant’s responsibility for errors and irregularities in a review 
engagement; Graphs and the reporting responsibility of the accountant when those graphs are 
presented with financial statements; Planning requirements for SSARS engagements in relation to 
peer review questions.
Friday, December 16 — “Plain paper” engagements; and Future issues.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
New AICPA 
Publications
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Washington Briefs Late Filing of Form 8716 — The IRS has advised the AICPA that it will approve
Form 8716 elections (tax year other than a required year) filed by August 25, a 30- 
day extension of the original July 26 deadline. The IRS will contact those taxpayers 
who filed within this 30-day period. Only if the affected taxpayer does not receive 
notification by early December should the service center at which Form 8716 was 
filed be contacted.
Review of Interim Financial Data — The SEC plans to issue a concept release 
regarding a possible requirement for a timely review of quarterly financial data by 
independent public accountants, as proposed by the Treadway Commission. It will 
ask for comment as to whether the interim financial data should be reviewed before 
filing with the SEC, and should a report by the accountant on the review be 
included in a registrant’s Form 10-Q and in any registration statements that include 
interim information.
Availability of SEC Staff Correspondence — In an interpretive release published in 
the October 25 Federal Register; the SEC announced that correspondence with SEC 
staff regarding accountants’ independence will be made available “as soon as 
practical after the staff response is sent or given to the requesting party, unless 
confidential treatment is granted” by the Commission. This release will become 
effective on November 25.
Opinion Required for Credit Unions — An annual CPA audit of corporate credit 
unions is required by a final rule issued by the National Credit Union Adminis­
tration (see October 25 Federal Register), effective on that date.
CASB to Be Reestablished — Among its final actions before adjournment, Congress 
approved S. 2215 which permanently authorizes the Office of Federal Procurement 
Policy (OFPP) and reestablishes the Cost Accounting Standards Board (CASB). The 
final bill clarifies the role of the administrator of the OFPP and provides that the 
CASB has “the exclusive authority to make, promulgate, amend, and rescind cost 
accounting standards and interpretations thereof” for negotiated contracts and 
subcontracts over $500,000.
IRS Issues Booklet on Taxpayer Rights — Your Rights as a Taxpayer (Publication 
1), available from the IRS, is an overview of taxpayers’ rights written in simple 
language and, according to IRS Commissioner Lawrence B. Gibbs, the rights 
described are “long-standing tenets of our tax administration system that are 
available to all taxpayers.” Copies can be obtained from IRS offices or call the IRS at 
800/424-3676.
The CPA Letter
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At its November 9 meeting, the Financial Accounting Standards Board reached 
tentative conclusions in the areas of definition of a right of setoff and, recognition 
and measurement of financial instruments.
In considering revised drafts of Technical Bulletin no. 88-a, Definition of a Right of 
Setoff, the board tentatively agreed that:
□  The scope of the technical bulletin should be general rather than specific;
□  The emerging issues task force will be asked to review a draft of the revised 
technical bulletin for clarity and to comment on its probable effect.
In continuing its study of fundamental financial instruments, the board tentatively 
decided that unconditional receivables or payables should be initially measured at 
their stated transaction value unless that amount clearly does not approximate an 
estimated market value. That initial measurement principle is consistent with the 
requirements of APB Opinion no. 21, Interest on Receivables and Payables. Other 
aspects of that opinion will be considered later.
Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and 
Governmental Entities That Use Proprietary Fund Accounting is an exposure draft 
of a proposed statement by the Governmental Accounting Standards Board.
This exposure draft would set standards for reporting cash flows for the above 
entities, including public benefit corporations and authorities, governmental 
utilities and governmental hospitals. It would also eliminate the current 
requirement that public employee retirement systems (PERS) and pension trust 
funds present either a statement of cash flows or a statement of changes in financial 
position. The proposed statement requires that a cash flows statement classify cash 
receipts and payments according to whether they stem from operating, noncapital 
financing, capital and related financing, or investing activities. Definitions of each 
category are included.
The deadline for comments is January 27, 1989. Single free copies of the 
exposure draft are available from the Order Department, GASB, 401 Merritt 7,
P.O. Box 5116, Norwalk, Connecticut 06856-5116.
The relations with educators division is accepting applications for the two AICPA 
programs to assist in doctoral studies in accounting. Almost $200,000 is expected 
to be distributed in 1989.
The AICPA Program for Financial Assistance to Doctoral Candidates in 
Accounting provides grants to individuals planning to begin a doctoral program in 
accounting. Ten recipients are selected each year for the $5,000 grants which are 
renewable for two additional years. Preference is given to CPAs who have had 
professional accounting experience. The deadlines for application are April 1, 1989 
(US citizens) and March 1, 1989 (noncitizens).
The Grants-In-Aid Program is for Ph.D. candidates who are at the dissertation 
stage. Awards are $850 per month up to 12 months. Preference is given to CPAs. 
Selection deadlines are March 1, 1989 (US citizens); January 15, 1989 (noncitizens). 
For further information, contact Marylou Walsh at 212/575-6357.
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SEMIANNUAL REPORT OF JOINT ETHICS ENFORCEMENT PROGRAM ACTIVITY
July 1 to December 31, 1987
In line with the Institute’s policy of reporting on disciplinary matters, the AICPA’s professional ethics
division has updated its statistics on the disposition of ethics investigations processed under the AICPA’s
Joint Ethics Enforcement Plan (JEEP) consisting of the AICPA’s ethics division and 50 jurisdictions. This
report is based on information submitted by the ethics division and 30 other JEEP participants.
The statistics cover numbers of cases, not the number of respondents in a case.
ETHICS COMMITTEE ACTIVITIES TOTALS*
Investigations open at start of period 606*
Investigations opened during period 247
Total Investigations 853
Administrative Reprimands issued 26
Minor Violation letters issued 31
No violation findings 143
Prima Facie cases in preparation for
submission to Joint Trial Board Division 8
Cases referred to Joint Trial Board Division:
Prima Facie cases for Trial Board Hearings 12
For action under automatic provisions of bylaws __9
Total Disposition of Case Investigations 239
614
Remaining investigations as of June 30, 1987
Investigations held pending outcome of litigation:
State Society Ethics Committees 81
AICPA Professional Ethics Division 133 214
Cases under investigation:
State Society Ethics Committees 262
AICPA Professional Ethics Division 138
Total Remaining Investigations 400
Total Investigations 614
JOINT TRIAL BOARD DIVISION ACTIVITIES
Members expelled under automatic provision of bylaws 7
Members suspended under automatic provision of bylaws __2 9
Trial Board Hearings:
Members suspended— CPE required 2
Members admonished—CPE required 3
Cases scheduled, not yet heard __7 12
Total Joint Trial Board Division Cases 21
* Figures are not comparable from period to period because of differences in the number and identity of the state societies reporting in any given year.
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John F. Ruffle, CPA, vice chairman of the board and a director of J.P. Morgan & Co., 
Inc., has been elected to a one-year term as president of the board of trustees of the 
Financial Accounting Foundation. He has been a member of the foundation’s board 
of trustees since 1984 and has served as chairman of the trustees’ finance 
committee. Other officers are Robert A. Mellin, CPA, a consultant and former senior 
partner of Hood and Strong, who was elected vice president; and Charles T. 
Horngren, CPA, the Edmund W. Littlefield Professor of Accounting at Stanford 
University, who was reelected secretary and treasurer.
The foundation’s 15-member board is responsible for overseeing the activities 
of the FASB and the GASB and raising funds for these boards.
The AICPA’s 1989 National Industry Conference will be held on April 27-28 at the 
San Francisco Hilton and Towers. Featured speakers will include Robert Bleiberg, 
editorial director and publisher of Barron’s, and Jerry Markbreit, a senior executive 
at Xerox and an NFL referee. Among the concurrent-session topics will be business 
tax planning, cash management, risk management, innovative uses for electronic 
spreadsheets and holding down health care costs.
Up to 16 hours of recommended CPE credit are available. For further 
information, contact the AICPA meetings department at 212/575-6451.
STATEMENT BY AUDITING STANDARDS DIVISION ON SAS NO. 58 
Illustrative Audit Reports in Audit Guides
For reports issued on or after January 1, 1989, SAS no. 58, Reports on Audited Financial Statements, 
will change the way auditors report on financial statements. Many of the AICPA audit guides include 
examples of reports on financial statements that will be obsolete when SAS no. 58 becomes effective. 
The auditing standards division, working with various AICPA industry committees, is currently 
developing new examples consistent with the report language in SAS no. 58. The chairman of the 
auditing standards board has recently approved revised report examples for the following AICPA 
guides: Audits of Brokers and Dealers in Securities, Audits of Investment Companies, Audits of 
Employee Benefit Plans, and Audits of State and Local Governmental Units. These and other revised 
report examples are scheduled to be issued as statements of position in early 1989. Among the more 
complex reporting situations that will be addressed are:
Uncertainties Related to Securities Valued at Fair Value — Currently, guidance in Audits of Brokers 
and Dealers in Securities and Audits of Investment Companies indicates that, in certain 
circumstances, the auditor should express a “subject to” opinion. However, since SAS no. 58 
eliminated “subject to” opinions, the revised guidance indicates that the auditor should express an 
unqualified opinion followed by an explanatory paragraph describing the uncertainty, if required.
Limited Scope Examinations of Employee Benefit Plans — Paragraph 12.14 of Audits of Employee 
Benefit Plans illustrates the auditor’s report on a limited-scope examination permitted by 
Department of Labor regulations. Revised reporting guidance presents a report that includes (1) an 
introductory paragraph based on that illustrated in paragraph 72 of SAS no. 58, (2) a paragraph 
describing the reason for the disclaimer as currently shown in Audits of Employee Benefit Plans, 
and (3) a paragraph disclaiming an opinion on the financial statements but expressing an opinion 
on whether the form and content of financial information comply with Department of Labor 
regulations. This last paragraph is similar to that currently shown in the guide, but a reference to 
generally accepted auditing standards has been added, as follows:
Because of the significance of the information that we did not audit, we are unable to, and do 
not, express an opinion on the accompanying financial statements and schedules taken as a 
whole. The form and content of the information included in the financial statements and 
schedules, other than that derived from the information certified by the trustee, have been 
audited by us in accordance with generally accepted auditing standards and, in our opinion, are 
presented in compliance with the Department of Labor Rules and Regulations for Reporting and 
Disclosures under the Employee Retirement Income Security Act of 1974.
FAF Elects Officers
Industry Conference 
Scheduled
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The AICPA has awarded $344,000 in scholarships for the 1988-89 academic year to 
minority students who are studying accounting at 175 schools.
Since the program’s inception in 1970, the minority recruitment and equal 
opportunity committee has granted more than $3.5 million in scholarship aid to 
some 4,000 students. This year’s awards represent the highest annual amount ever 
given to minority students under the AICPA program.
The $344,000 in scholarship aid was granted to 416 undergraduate and 
graduate accounting students selected from throughout the U.S. and included 
Blacks, Hispanics, American Indians and Asians.
The totals include 14 Arthur Andersen—AICPA awards amounting to $15,000 
and 6 Price Waterhouse—AICPA scholarships totalling $5,000.
The Institute has published a revised version of Education Requirements for Entry 
Into the Accounting Profession, which was first issued in 1978. In addition to the 
AICPA’s statements of educational policy, the report includes a revised 150-hour 
academic program to prepare students for accounting careers. This illustrative 
program is intended as a guide for planners of accounting curriculums. The 
product number is 876793 and free copies are available by writing to the AICPA 
order department.
The entire winter issue of the CPA Client Tax Letter will be devoted to an 
explanation of the Technical Correction and Miscellaneous Revenue Act of 1988. 
The law includes the “Taxpayer Bill of Rights,” extension of a number of tax 
credits, as well as new revenue-raising measures.
Published four times a year, the Tax Letter is available to members at $106 per 
year, minimum order is 50 copies, with additional lots of 25 at $26.40. The price of 
the minimum order imprinted with the firm’s name and address is $163, with 
$31.20 charged for additional lots of 25. For further information, call 212/575-6285.
The tax forms subcommittee of the AICPA tax division requests members to send in 
ideas for changes and improvements to IRS forms and instructions.
The subcommittee is willing to consider as many suggestions and comments as 
members care to send in..It believes that this is an important and satisfying way for 
CPAs to apply their experiences to generate results that are in the interests of both 
clients and the profession. In the past, the IRS has adopted almost 60 percent of the 
recommendations submitted by the subcommittee. Written comments and 
suggestions should be sent, no later than January 9, 1989, to IRS Form Changes, 
AICPA, 1455 Pennsylvania Avenue, N.W., Washington, D.C., 20004.
The Accounting Profession in Mexico (product no. 010106) is the latest in a series 
of publications on professional accounting in foreign companies.
It includes a description of auditing standards and accounting principles in 
Mexico and the forms of business organizations, taxes and requirements for stock 
exchange listings. It also contains a comparison of these standards and principles 
with those generally accepted in the U.S. The price is $20; $16 to members. Write 
or call the AICPA order department at 800/334-6961 (US); 800/248-0445 (NY).
Members who wish to volunteer for one of the approximately 600 AICPA 
committee openings that are expected to become available starting September 1989, 
should write to Ms. Torny Berntsen at the AICPA. She will provide a booklet listing 
present committees and their objectives, approximate time commitment and a 
biographical form which will supply the necessary information for consideration 
by the incoming chairman of the board. To be considered for the 1989-90 
committee year, the bio should be returned by February 15, 1989.
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The Auditing Standards Board has approved the following interpretation of SAS 
no. 58, Reports on Audited Financial Statements:
Question — One of the basic elements of the auditor’s standard report is a 
statement that the financial statements are the responsibility of the company’s 
management. That statement is required in the auditor’s report even when a 
document containing the auditor’s report includes a statement by management 
regarding its responsibility for the presentation of the financial statements. When 
an annual shareholders’ report (or other client-prepared document that includes 
audited financial statements) contains a management report that states that the 
financial statements are the responsibility of management, is it permissable for the 
auditor’s report to include a reference to the management report?
Answer — No. The statement about management’s responsibilities for the financial 
statements required by SAS no. 58, should not be further elaborated upon in the 
auditor’s standard report or referenced to management’s report. Such modifications 
to the standard auditor’s report may lead users to erroneously believe that the 
auditor is providing assurances about representations made by management about 
their responsibility for financial reporting, internal controls and other matters that 
might be discussed in the management report.
NOTICE OF AICPA PUBLIC MEETINGS
Federal Taxation
An open meeting of the federal taxation executive committee will be held on December 10 at 
Marriott’s Desert Springs Resort, Palm Desert, California, starting at 9:30 a.m. The agenda follows: 
Saturday, A.M. —
Reports will be received on these subjects —
D Civil Tax Penalties;
□  Enforceable Tax Practice Standards;
□  Recommendations Regarding Revenue Options;
□  Subcommittee Business Plans; and
□  Recommendations for Transfer Tax Reform.
Saturday P.M. —
Receive reports on these subjects—
□  Meeting with IRS Commissioner;
□  IRS Course Material on Interviewing Represented Taxpayers;
□  Discussions on Tax Issues for Immediate Consideration;
□  Additional Tax Division Activities; and
□  Changes to the “Taxpayer’s Bill of Rights.”
Accounting Standards
An open meeting of the accounting standards executive committee will be held on December 13 in 
Room 209 of the McGraw-Hill Building (1221 Avenue of the Americas), New York, New York, starting 
at 9 a.m. The agenda follows:
Tuesday, A.M. —
□  Revised Accounting Standards Division Summary of Operating Policies (consider draft for 
adoption);
□  Review of Project on “Software Revenue Recognition” (preliminary 
discussion of project).
Tuesday, P.M. —
□  The Nature of Governmental Accounting and Financial Reporting 
(presentation and discussion);
□  Draft Letter of Comment on GASB Discussion Memorandum “An Analysis of Issues Related to 
the Financial Reporting Entity (consider for approval).
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
Notice to 
Practitioners — 
SAS no. 58
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Washington Briefs New FDIC Publication — FDIC Banking Review  is a new, free (single copies) 
quarterly publication of the Federal Deposit Insurance Corporation designed to 
“highlight emerging legislative and regulatory issues . . . affecting the banking 
industry.” The first issue includes articles on the FDIC’s procedures for determining 
the cost of failure resolution transactions for commercial banks, methods for 
measuring the interest rate exposure of financial intermediaries and limitations 
confronting regulators and others attempting to assess interest rate risk in the 
financial system. To subscribe, write to the FDIC, Office of Corporate 
Communications, Room 6061, 550 17th Street, N.W., Washington, D.C. 20429.
OMB Proposes New Rule — The Office of Management and Budget has proposed a 
common rule to replace federal agencies’ implementation of OMB Circular A-110. 
The proposal would establish a government-wide common rule for consistency and 
uniformity among the federal agancies in the administration of grants and 
cooperative agreements. The proposed rule focuses on institutions of higher 
education, hospitals, other nonprofit organizations and commercial or for-profit 
entities. The text appeared in the November 4 issue of the Federal Register 
(pp.44716-815). Comments are due by January 3, 1989. for further information after 
reading the proposal, contact Gary Houseknecht at the OMB, 202/245-7565.
Revised Audit Policy Proposed by OMB — A new circular, no. A-133, Audits of 
Institutions of Higher Education and Other Nonprofit Organizations has been 
proposed by the OMB with a comment deadline of January 9, 1989. The proposal 
revises audit policy to require independent annual audits of these oraganizations in 
accordance with government auditing standards and the provisions of the circular. 
The revised audit policy cites the areas to be covered. The proposal was published 
in the November 10 issue of the Federal Register (pp. 45744-48). For further 
information after reading the text of the proposed circular, contact Palmer 
Marcantonio at the OMB, 202/395-3993.
FHLBB Withdraws Accounting Policy on ADC Arrangements — In a notice 
published in the November 10 Federal Register (pp.45454-55) the Federal Home 
Loan Bank Board states, “all institutions, the accounts of which are insured by the 
FSLIC . . .  or affiliates thereof, should follow generally accepted accounting 
principles . . .  in classifying and accounting for ADC arrangements in reports of 
financial statements filed with the board or the FSLIC. GAAP on ADC 
arrangements are currently set forth in ‘Notice to Practitioners’ issued by the . . . 
AICPA and published in the February 10, 1986 CPA Letter.” The effective date of the 
withdrawal of the ADC policy statement was November 10, 1988.
The CPA Letter
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At its meeting on December 1-2, the AICPA board of directors:
□  Received comments from the professional ethics executive committee regarding 
suggested rules on commissions and contingent fees to be adopted following 
final resolution of the Federal Trade Commission’s investigation of the present 
commission and contingent fee rules. The 60-day public comment period has 
not yet been started by the commission. In the meantime, the present rules 
remain in effect, although enforcement is deferred pending formal action by the 
commission on the FTC staff proposals (see September 23 Letter);
□  Discussed the remaining issue of concern to the FTC—Rule 505, which deals 
with form of practice (proprietorship, partnership and professional corporation) 
and ownership of CPA firms, which continues to be a subject of concern to the 
FTC staff. The FTC staff questions the rules against practice in limited liability 
form and the limitation of ownership of professional corporations to licensees;
□  Received a report on current activities of the Financial Executives Institute from 
the FEI’s board chairman and president;
□  Requested the National Association of State Boards of Accountancy to revise and 
expose their proposal for a national registry of sponsors of CPE courses and to 
provide for an extended period for comment;
□  Decided to conduct the 1989 annual meeting in San Antonio in the traditional 
format, but to modify the format of future meetings to provide a forum for the 
discussion of current and future issues, thereby enhancing the meeting’s 
relevance for attendees;
□  Received reports from the AICPA-sponsored insurance plans for members;
□  Reviewed an operating plan for the Washington office and received an update on 
Washington activities;
□  Approved operating policies for the quality review executive committee;
□  Received a report from from the chairman of the board of examiners relating to 
the content and format of the Uniform CPA Examination. Was advised that 
NASBA’s board of directors has not yet taken a position on proposed changes in 
the examination that are the subject of an exposure draft prepared by the board 
of examiners.
The FASB has amended Statement no. 96, Accounting for  Income Taxes, to defer its 
effective date one year, to fiscal years beginning after December 15 , 1989 (see Oct.
15 Letter) in order to give companies more time to deal with implementation issues.
In its discussion of the exposure draft, Regulated Enterprises — Accounting for 
the Discontinuation of Application of FASB Statement no. 71 (Accounting for the 
Effects of Certain Types of Regulation), the board has decided to change a draft 
proposal that amounts reported in the statement of financial position should be 
remeasured. It concluded that the carrying amounts of fixed assets measured and 
reported pursuant to Statement no. 71 should not be adjusted unless any such 
assets are impaired.
The board’s proposed statement, Statement o f Cash Flows — Exemption of 
Certain Enterprises and Classification o f Cash Flows from Certain Securities Held 
for  Resale, is now being exposed for a short period of time (see November 15 Letter). 
Comments are requested by December 29.
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IASC Approves 
Exposure Draft on 
Comparability
At its meeting in Copenhagen last month, the International Accounting Standards 
Committee approved issuance of an exposure draft of a proposed IASC standard, 
Comparability of Financial Statements, and a separate executive summary. The 
draft (E32) would amend 13 international accounting standards and eliminate 23 
accounting treatments currently allowed. It also specifies 12 preferred treatments 
with alternative treatments available. The issues addressed include goodwill, 
inventory costs, leases, retirement benefits and foreign currency translation.
The exposure draft will be released on January 1 ,  1989, for a nine-month 
exposure period. Copies will be available by writing to the AICPA order department 
and requesting product number G00392.
In other actions at the meeting, the committee:
□  Approved issuance of an exposure draft of a proposed IASC standard,
Accounting for Taxes on Income, (product number G00367) as a complete 
revision to IAS no. 12 (same title). It would require the use of the liability 
method of tax effect accounting and remove the choice of using the deferral 
method. The draft will be released on January 1 ,  1989, for a nine-month 
exposure.
□  Approved issuance of an IASC standard, IAS 28, Accounting for Investments in 
Associates, with an issue date of April 1, 1989, and an effective date of January 1,
1990. It includes a presumption that an investor with 20 percent or more of the 
voting power has a significant influence on the investee, thereby requiring the 
equity method of accounting by the investor.
□  Agreed that the proposed standard, IAS no. 27, Consolidated Financial 
Statements and Accounting for Investments in Subsidiaries, which had been 
approved in June without fixing the issue date, should be issued on April 1,
1989 with a January 1 ,  1990, effective date. This statement requires the 
consolidation of all subsidiaries that are controlled by the parent, except where 
control is temporary or there are restrictions on a subsidiary’s ability to transfer 
funds to its parent.
IAS nos. 27 and 28 amend IAS no. 3, Consolidated Financial Statements.
□  Announced the results of a survey on the use and application of international 
accounting standards which confirm that they are used by national standard- 
setting bodies in a variety of ways that greatly enhance the prospects for 
international harmonization of accounting requirements. Over 50 countries 
participated in the survey.
GASB Issue 
Proposed Statement 
on Risk Financing
GASB has issued an exposure draft of a proposed statement, Accounting and 
Reporting for Risk Financing and Related Insurance Issues.
The proposal would establish accounting and financial reporting standards for 
risk financing and insurance-related activities of state and local governmental 
entities, including public entity risk pools. It would generally require public entity 
risk pools to follow the current accounting and reporting standards for similar 
business enterprises, as set forth in FASB Statement no. 60, Accounting and 
Reporting by Insurance Enterprises. State and local governmental entities, other 
than public entity risk pools, would be required to report an estimated loss from a 
contingency as an expenditure/expense if certain specified conditions are met. The 
requirements that affect these risk pools would be effective for periods beginning 
after June 15, 1990. Comments are due by March 1 7 , 1989
Single copies of the proposal are available from the GASB, Order Department, 
401 Merritt 7, P.O. Box 5116, Norwalk, Connecticut 06856-5116.
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To: AICPA Members in Industry
With the passage of the Plan to Restructure Professional Standards, AICPA members not in public 
practice will have a continuing education requirement for membership in the Institute for the first 
time, beginning with the 1990 calendar year.
The Industry Committee of the AICPA would like you to know that we are aware that questions 
remain about the AICPA’s new requirement. Since the establishment of the Special Committee on 
Standards of Professional Conduct, in 1986, the Committee has been involved every step of the way in 
seeing to it that the views of industry members were represented in the debate. With this letter, we 
hope to clarify some of your questions, and inform you of some efforts underway to facilitate the 
implementation of the requirement.
THE REQUIREMENT
The new rule will require a member not in public practice (1) to complete sixty hours of 
continuing professional education during the first three-year reporting period, January 1 , 1990- 
December 31, 1992 with a minimum of ten hours each year and (2) to complete ninety hours during 
subsequent three-year reporting periods, with a minimum of fifteen hours each year.
According to the implementing Council resolution, compliance with the continuing education 
requirement can be demonstrated in one of two ways. The member can:
(1) Submit a statement of compliance with a state licensing agency or a state society membership 
continuing education requirement, provided such a requirement meets the minimum levels of the 
AICPA requirement as stated above.
(2) If not subject to a state requirement, submit a report each year of the amount of continuing 
education completed during the immediately preceding year.
COURSE SELECTION
The Plan to Restructure Professional Standards recognized the need for wide latitude in 
selecting courses suited to an individual’s professional responsibilities. There is no specific AICPA 
requirement that a percentage of CPE credits be in accounting and auditing. Members are free to 
select courses that will enhance their ability to meet the professional requirements of their particular 
job function.
MORE CPE FROM AICPA
The AICPA has appointed a Task Force on the New CPE Membership Requirement for AICPA 
Members Not In Public Practice. Members in industry are well represented on that body. Working 
with the Task Force and on its own projects, the Industry Committee is contributing to the AICPA’s 
continuing efforts to provide a supply of relevant CPE programs to help meet the evolving needs of 
its industry members.
NEW INDUSTRY COMMITTEE EFFORTS
The Committee is currently exploring the possibility of sponsoring the development of new 
programs to be made available in various media: i.e. publications, audio, video or PC-based home 
study, seminars, and conference.
The subject matter for all these new programs will be in five major areas of particular interest to 
financial executives, namely: (1) Financial Reporting and Systems; (2) Internal Auditing; (3) Manage­
ment Reporting; (4) Corporate Finance; (5) General Management.
In future communications we hope to discuss some of the new programs designed for industry 
members and how to make them work for you.
Sincerely,
Kenneth J. Hull, Chairman 
Industry Committee
REMINDER ON INDUSTRY CONFERENCE
The 1989 National Industry Conference is scheduled for April 27-28 in San Francisco. The 
conference is designed to prepare CPAs in industry to meet their responsibilities as 
decision-m akers by providing practical information on a wide variety of subject matter. 
Sixteen credit hours of CPE are available to conference participants. Watch for our bro­
chure in early February.
AICPA Responds to 
SEC Proposal for 
Management Report
Effects of Cash 
Flows Statement 
on Auditor’s Report
AICPA Members to 
Man Tax Hotline
Tax Practice Guides 
Available
In response to a proposed SEC rule that would require registrants to include a 
report of management’s responsibilities in Forms 10-K and N-SAR, and in annual 
reports to shareholders, AICPA Board Chairman Robert L. May and President Philip
B. Chenok stated in a letter to the SEC that the AICPA supports a management 
report on the financial statements of its companies, but that a management report 
on internal controls would be “premature” at this time.
A management report on financial statements “should help improve the 
public’s understanding of the respective responsibilities of management and the 
independent auditor,” the letter stated.
In the area of internal control, the letter said, the SEC proposal responds to 
only one of the three recommendations in the Treadway Commission Report. “It 
does not establish criteria for evaluating the effectiveness of internal control. 
Without such criteria, management cannot make or report useful and reliable 
assessments of internal control effectiveness on a consistent basis.” The 
Commission was urged to defer any rule on management reports on internal control 
until the Committee of Sponsoring Organizations of the Treadway Commission 
completes its project to develop internal control criteria.
The AICPA auditing standards division issued a Notice to Practitioners in the 
January 15 CPA Letter that provides guidance on the independent auditor’s 
standard report in view of FASB Statement no. 95, Statement of Cash Flows. The 
guidance contained in that notice clarifies how auditors report for the period of 
transition from APB Opinion no. 19, Reporting Changes in Financial Position, to 
FASB Statement no. 95.
The auditing standards division reminds practitioners that the guidance in the 
Letter continues to apply during the transition period for entities, including 
financial institutions, that are subject to audits in accordance with generally 
accepted auditing standards. Practitioners should refer to the January 15 CPA Letter 
for the full text of that guidance.
Once again, the AICPA’s Washington office will be assisting USA Today with a “Tax 
Hotline” in February 1989, and volunteers are needed to help with the program. 
This public service project, with a significant public relations impact, provides 
responses to questions on taxes from the general public.
The three-day program will run from February 20 through February 22. USA 
Today will publicize the program and provide toll-free numbers for the public to 
call between the hours of 9:00 a.m. and 9:00 p.m. each day. During the last hotline 
which was conducted on November 1, 2, 616 calls were handled in 12 hours by 35 
CPAs from 18 firms and the AICPA staff.
Members who live in the Washington, D.C., area are being sought to man the 
telephones for three-hour periods on one of the three days. Those who are 
interested in volunteering for this project should contact John Sharbaugh, AICPA, 
1455 Pennsylvania Avenue, N.W., Washington, D.C. 20004, or telephone 
202/737-6600.
A 100-page set of practice guides has been updated for the 1986 and 1987 Tax Acts 
by a subcommittee of the AICPA tax division. Checklists are included for 
individuals, partnerships, corporations, S corporations, fiduciaries, passive 
activities, employment benefits as well as a draft engagement letter for 1040 clients. 
This material is being automatically distributed to members of the tax division.
Others may obtain copies from, The AICPA, Tax Division Checklists, P.O. Box
1036, New York, NY 10108-1036. Price for checklists and guide (product no. 
059502) is $25; $20 to members. The guides are also on a PC-compatible ASCII 
diskette (product no. 05917), which may be purchased only in conjunction with the 
print version. Price is $12.50; $10 to members.
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Washington Briefs SAB no. 80 Released — The application of Rules 3-05 and 1-02(V) of Regulation
S-X in determining the financial statements of businesses acquired or to be 
acquired, mandated to be included in registration statements for certain initial 
public offerings, is the subject of SEC Staff Accounting Bulletin no. 80, recently 
issued. The text appeared in the November 28 issue of the Federal Register. For 
further information, after reading the bulletin, contact Teresa Iannaconi at the SEC, 
202/272-2130.
Bank Issues of the Nineties — In a recent speech, FDIC Chairman L. William 
Seidman said, “whether some banks should be considered ‘too big to fail,’ and 
whether deposit insurance funds should be merged, are threshold issues that must 
be addressed in developing a deposit insurance system for the nineties.” A critical 
issue, according to Mr. Seidman, is whether to continue the policy of rescuing 
banks that are considered too big to be allowed to default on obligations to 
depositors and bank creditors. For a copy of the speech, contact the FDIC at 
202/898-6996.
FDIC Proposes Rule on Liabilities — Comments are being solicited by the FDIC on 
a proposed rule which would allow it to find and prescribe by regulation that 
certain liabilities of a bank are deposit liabilities by general usage (see November 25 
Federal Register). It would find that a bank’s liability on a promissory note, bond, 
acknowledgment of advance, or a similar obligation that is issued or undertaken by 
the insured bank as a means of obtaining funds is a deposit liability.
CPAs Appointed to Advisory Group — Four CPAs have been named to the 20-
member IRS Commissioner’s Advisory Group for 1989. They are Steven J. Brown, 
Rubin, Brown Gornstein & Co., St. Louis; Leonard Podolin, Arthur Andersen & Co., 
Chicago; Reginald F. White, Coopers and Lybrand, Philadelphia; and Alan Einhorn, 
Gamer, Bloom & Klein, Silver Spring, Maryland. The first meeting of the group is 
set for January 18-19, 1989, in Atlanta.
Allocation of State Income Tax Deduction — The IRS published in the December
12 Federal Register temporary and proposed regulations dealing with the allocation 
and apportionment of deductions for state income taxes in computing taxable 
income from sources inside and outside the U.S. According to the IRS, the 
apportionment of deductions is fundamental to the computation of taxable income 
of foreign corporations and in determining the foreign tax credit limitation.
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